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By Jim Henderson
USA TODAY

Smooth is not going to be the
buzzword for the 1987 transi-
tion y(lear of the new fax law.

By

Reason: The law

will phase in the lower tax

rata slowly and phase out
many d;'!;lucﬁons (1|llck1:")o

'Joint Commmee on 'mxnﬂon,
Householcb in the $75,000

to 8100000 income range can
expectafedsera.lmcmneixxin-

® Households in’ tne
$100,000 to $200,000 mnfe
see their tax bills jump 45%.

the average tax bill
wlll!a]l 6.1% from the bite un-

der current law.
Before that, though, “It's go-
ln.g to a bumpy year, and a
ery expensive one for some
W}’eﬁ, says Burt Forester
at the accounting ﬂrm Price
Waterhouse.

hanges . . . toafiect or
sa%oﬁs wil gke place when Pres :den
the new tax bill. Inside:

stand, 3E.
you star

. Catch up on the latest in hlgh,-

@ Those with lnoomes alxwe

 Households with incomes
below $75,000 will see their m
bill fall — 1% for those ji
der $75,000 to 57.2%, for ose
with incomes below $10,000.
The new law calls for two
tax rates, 15% and 28%, plusa -
5% surcharge on some upper-
income  househol
their top rate to 33%, But Ior
will be

1987, there rates:
1%, 15%, 28%. 35% and

y %
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38.5%, That with 15
ram, from ll% 50%, under
current law, g

So while the Jower rates will
not be fully in effect in 1987,
the elimination of many tax
breaks will be well under way:

35% of consumer loan in-
tem will not be deductible.

35% of losses from
shelters can't be written off
against i mcg‘me like wag&

BOnly those miscellane
expenses above 20 of wumd
gross income are deductible,

The 'transitlon will be taxmg for soe

The b!ggwt bump may bea .

3 The up-t0-$3,000 deduc-
tir/n for two-earner couples will

be gone.
B Long-term capital gains
profits on the sale of an asset

only 40% ofa lonx-term gainis

taxed, resulting in a maximum

tax rate of 20% tor someone at

the current top tax rate of 50%.

B Deductions for interest on

money borrowed fo make in-
vestments will be limited.

medical or education éxpenses deducﬁble up to
mmus other ﬂeas

fmm tax shelter investments made after
deducuble only from shelter income. For shelter
ents before this date, deduction of losses agalnst
will be phased out over four years; for
1987 65% 0( shelter losses deducuble against non-shelter

Jan. 1, 1987 Most provmm of the law take effect.
. Lo individual rates will be phased in over the
. e This year, Ilve individual tax rates apply:.
11%, 15 A %, 35%,

ded ictions (used by taxpay-
.€efs whu don‘t nemlze deducﬂons) will be phased in over the
next fwo years. For 1937. the standard deduction is $3,760
for- joint- filers, $2,540 for single ll!exs and heads of
housetiold, and $1,880 for married people filing separately.
+ EFor bling dmxpgyersonhose(is the 1988 standard
leduction applies a year early.— $5,000 on a joint return,
4,400 for a head of household; $3,000 single and 32,500 for
separately, Blind or elderly taxpayers
ncﬁon.! euch it mgrrled, $750 if single.
7 pﬂ o e $1,900. ovm:reﬂbtgvo
198 the exem on is who is
?r asa e%eé)dent on another’s return
personal exemption.
eamed income of a chl!d under 14 is taxed at
arenty rate for amounts that exceed $1,000,
lCons\_xmer interest i$ 65% deductible; consumer
be phased out over four years,

\!‘530&\ 0

‘expenses

. other miscellaneotis g}em leductible only to the extent
me total exceeds 2% fed gross incom

: W Charitable deductions no longer dedllcﬂble unless

you itemize your deductions,

- Jan, 1,.1988: Tws individual tax rates: 159, 8%,
- ‘m éumdard deduction rises; $5,000 on a Jolﬁ'remm.
- $4,400 for head of household, 53,000 for a single person,

o 62 500 for married
:Pe nalexempﬁonsrlsetotl%ﬁ

'K'here is a n taxable income
ﬂ 49 250 for joint filers
843 150 and @l:esg for singles) to phase out nt\'e effect ol'

§ interest is ‘rgd ctible
‘percen er luctible,
*-* . @Forty percent of monéwmosa on shelters acquired
before enachnent deductible from ordinary income.

“Jan. 1 1989. Annual inflation adjustment for tax
d slandam deductions begins.
rises to $2,0(

m
Perso 00.

Wenty percent of consumer interest deductible,
‘wenty gment of losses from fax shelter invest-
tax law enactment can be deducted

ments mad

from ordinary income.

al exemptions
# Ten percent of comuner interest deducﬂble.
@ Ten' percent of losses from tax shelters entered
mta before enactment deducuble fmm ordinary income.

Jan 1, 1991: Deduction for consumer fnterest ends.
- uction of tax shelter

losses from ordinary

COVER STORY
How to make
the most of =

the new rules

By William Giese
USA TODAY

: Go ahead: Buy
a car, sell your
stocks — but .
only if changes
fit into your
master plan .

_For_Pamela Hazel Jack-
son, 35, tax pverhaul comes
down lg a decision about her
‘mest egg: 517 shares in a
growth sfock mutual fund. -

The Tampa, Fla., regis-
tered nurse has been buying
the fund shqres since 1980.
She estimates that on paper
she has a $1,000 longterm

cap]
Now she and her husband Alvin, 37,2 p)la.rmacy teclmlclan,
want to sell the shares worth $14,000 to make major purchases,

n, “is shvuld we sell this
year, or should we wait until next year?”
The answer? By all means, they should sell those shares in
1986, They'lf savs Sl 050 on capnal galns qus. Bottom line:
+ The sale will cut their total tax bill

- The Jacksons who together earn about $§45,000 a year, will
a $7 ,894 tax bill for 1986 if they sell this year, according to

tes by Josh Grauer of accounting firm Touche Ross &

If they sell in 1987, their bill will be $8,123. *

Pdnclpal n: changes in the rules for long-term capital

Currently, only 40% of profit on invatmenrx held more

a0 six months is taxed, S0 even a person jn the top 50%

bracket pays a maximum 20% on a long-term %an For the

Jacksons, in the 33 bracket, paying taxes on 40% of proﬂtx
means their total is taxed at an effective rate of 13

The new rules next year fax all capital gains as ordmary
income, with a 28%, top rate — more than twice their 1986
. capital gains rate. So the Jacksons would be 'axed $910 this
year on their profits, compared with $1,960 in 1!

Thersstorusmxghtbewondennguwecanbeatthenew

the answers they're getti
Please see COVER s'mRY next page >

' rules, too; Here are quwticms the early birds are asking, and L

TIME TO SELL: Pamela Alv‘nJacksonareohedmg no
- the best time for selling | and "

‘m».»»_tr, T R o R R SN
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Life
insurance
escapes ax

By William Giese
‘USA TODAY

The new tax law took an ax
to some tax-deferred lnv&ﬂ-
ments but spared life insur-
anoe, giving it added appeal as
al ng-te investment.

msuame is one of ﬂ:e
great beneficiaries of the tax
bill,” says James Stradtner at
stockbrokerage Alex. Brown &
Sons Inc.

Life insurance retains its ad-
vant The buildup of in-
come isn't taxed until you cash
in the policy. Your heirs don't

ings are never taxed — great
for building a retirement nest
egg or college fund.

Some options:

H Single-premium whole
life allows you to invest money

with incume either tax-de- -

ferred or tax erﬂll
Lynch Life Agency’s ML-O1

policy. A single payment b\ly:
you a small amount of life in-
sumnoe; t.he rest of your mon-

ested. Currently, a
Slﬂ 000 invsshn.’e;lst‘ by a male
age 30 earns annually;
me policy includes $48, 000
of life insurance.
mte depends on the company's
return on investments.

you cot
borrow your money at low or
no interest and avoid income
taxes altogef
In the prevlous example, af-
ter one year you can borrow
$1,750 at no interest and 90
of the rest of your interest and
principal at 2%. You never
have to repay the loan; it's sub-
tracted from the payout when
you die. T¢ you never
collect the gain on your invest-
ment, S0 you're never taxed on
the income.

@ Single-premium yariable
life is similar except investors
pick invmnenh from a vari-
ety of mutual fu;

[ ] Unlve:sal life annual pay-
ments go into a fund where the
income builds up tax-deferred.
Currently at Metropolitan Life
Insurance Co., your investment

and the cost of death benefits.
When you withdraw money
from a universal life plan, it's

earnings. You can borrow
from the fund, but rates usually
are higher than with smge—pre-
mium policies. §

however, Congress has been
talklng about requiring annual -
paymenm on me b\uldun

: Pickmg the right

- frisurance pohcy

B Get a feel for the types of
lnvmments your
“Can you sleep thh
the risk of a junk bond pos
L\o?" says James Suadmer at
stockbrokerage Alex. Brown &
Sons Inc.

B Read a company’s annual
report to get an idea of past in-
vestment performance.

@ Deal with an agent or bro-
ker you trust. Don't deal with a
company rated less than an “A
plus” by AM. Best Co.

i
2y
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on how to
«ﬁoneypf’rom the IRS,

tax Taw, they of-

protect

body who clai
;peous deductions —- charita-

medical or unreimbursed
* business expenses — take

* | them this qyear Don't’ defer

ing. Clean out your clos-

efs and give to the Salvation
Army. Prepay registrations for
educational ¢onférences.” Con-
. sider having any medical work.
dong this year or prepaying
‘what you plan to have done

_ HOUSING

;- Ronald F. Poe; president of
- Mortgage - Bankers - Associa-
«.tion' of America, president of
+. Dorman & Wilson Inc,, White

Tax rates will. come down

_ 1. for home buyers in the 50%

1 tax bracket <~ down to 28% or
33%. For them; the after-tax
cost of mortgage interest will
‘e greater, bécause the deduc-

, ns won't be worth as much,
Fifteen-year fixed-rate mort-

CAPITAL GAINS

?ges carry lower interest than

0-year fixed

. down payments, borto
the most sense, so

ers might want to buy.

' BORROWING

Luther: R. Gatling, president - Charles E, Battle, certified fi-
et and nancial planner, president of
ervices . Battle & Co, financial plan-
ners, Aurora, Colo.

_ 1f you have an IRA, make
the i i this

of non-profit Bu;
Credit Counseling
Inc., New York,

The only consumer credit
tax

. pay to borrow to make the pur- luster but not all of it. As for fu-
chase. I'd say use your credit turé contributions, you might

- cards less

be able to deduct the interest.  also has tax-deferred earni

Glenda Kemple, certified
. so public . certifi
- they might be more afiractive Hnancial planner, Carter Fi-
~— if you can afford it. Also, the
market for houses in the by
$150,000 to $300,000 range et soon without a tax law
probably will soften. I see a change?
10% drop in prices. As g:r

nancial Management, Dallas,
Would you have sold an as-

nge? If so, sell this year.
You'll pay less tax on your
longterm capital gai
least amount of money makes  €Ver, if you planned to liold the
o S e as big . investment for the long term,

a down payment as you can af- , don’t sell now. If you do, yow'll
ford. Multifamily unif rents ~have less of your money work-
may go up 15% to 20%, so rent-

IRAs

ing for you — if you're in the
top tax bracket, 20% of that
, profit will go for taxes,

ins. How-

mean less tax on capital gains.

(et By Bill Y
GLENDA KEMPLE: Seliing assets now will

“tant because of the increased

depreciation schedule. Also,
tax losses are going to be limit-
& Real estate losses can of

y

you won't be able to redyce
your taxes on wages and otaér
income with real estate losses.
There is an exception for indi-
viduals who own rental proper-
ty: Up to $25,000 of real estate
losses are deductible from or-
dinary income. H

The threat of tax reform
measures has caused real es-
tate prices — rental real estate
— to drop. One view. is that
now might be a good time;to
make a real estate investment
because prices are down. |

s ]
INVESTMENTS |

- B By Eric Lars, PHOTO
CHARLES BATTLE: Add to
ment tax-deferred earnings.

nancial planner, Carroll/Ca-
hill San Francis-

1y bigticket there. You
items now. It's the time to do it

use you can deduct the earnings
sales tax and the interest you'll ~ferred, It will lose some of the

because you won'f consider an annuity, which
ngs.

ING.
your IRA to aug-

Government National Mort-

' o . gage Association (Ginnie Mae)
TAX SHELTERS - SAVINGS . certificates and taxetxe%cpl:
John M, Cahill, certified 8- Jim Jorgensen, editor of The M both of v
Jorgensen Report newsletter, 2re yielding more than CDs.

vings accounts 100k a 10l e ——

" Richard Michi, certified pub-
lie ?:cnunt:n(c i:lu lawyer,
president of Capi .
tures Advisor; p

es P, a re;
tered }ll;\)estmenc advisn‘ry
Chicago.

Companies will be making
more efforts to sell you univer-
sal life insurance and variable
life insurance policies, whi
include an investment featur
That's because taxes on
cash buildup in the policy g
deferred until you cash it in.
careful with variable life
you don’t know what the cg
value or the value of the poli
is because it fluctuates with
market and has more risk.

sd5|faac s

year and ll;eegu };ggr money co._m just more attractive whelsx you'ré .
'l st luce your ere aren't many tax paying taxes at a 2! rate
taxable income, and your IRA  shelters left. Be wary of pur- ratherthana 40% or 50% rate, REAL ESTATE
will still be tax-de- poﬁ:i becax shelters’ — you but I don't think the inflow of ghlL]W:esn;r, pﬂlirtner‘hll,:t
mi grasping at straws.  savings is going to increase be-  tional tax practice of Pea
About the best tax shelter leftis - cause of tax overhaul. There ~Marwick, Mitchell & Co.,
the interest deduction on your ~are more attractive low-risk in- Washington, D.C,
home, So if t;A(’O\l’r,e renting you  Vestments, Investors with bank in real
might want ) CDs should look at insured  estate become a lot less impor-

buy.

Reported by James Cox

ring cashing. in

fund shares in 1986 and

buying them back. That
b

your

; You've paid taxes need-

you, were thinking of

ling a profitable stock with-

n the next few months, tax

“I revision or not, then sell in
986,07 5

it don't sell solely for tax:

purposes,’: says: Richard

Graber, vice president of the

financial sérvices firm Wad-

1l & Reed. Bk

What else do I do before

end of the year? Victoria

WS of: Howard: Beach,

is buying a new Honda

look good

" 401(K) retirement savings

plans will d,ro§ to $7,000 from
the current $30,000 beginning
in 1987, ¥ .
.. Generally, workers should
fund '401(k)s and IRAs as
much as possible this year,
says Condron, Then consider
other tax-free or tax-deferred
investments, such as munici-
pal bonds, universal life in-
surance and U.S. Savings
Bonds, before funding a 1987
IRA with after-ax dollars.
What about my tax shelter
investments? Typically, tax
shelters are investments
managed by others that gen-
erate paper losses in early
ars, Tnyestors deduct the

come; such ‘as’ w and
stock’dividends. The tax law
puts a crimp in shelters by
saying losses from so-called
passive investments, those
managed by others, can be
deducted only against pas-
sive-investment profits. -

For new shelter invest-
ments, the new rule applies
immediately. For invest:
ments made before President
Reagan signs the bill, the
law, shelter write-offs against
regular income are phased
out. In 1987, 65% of losses are
deductible against regular in-

WS, @
' come; 40% in 1988; 20%, in

mizers. If you're' planning a-

big-ticket purchase, think

1+ about buying this year. Under

1 the tax plan, sales taxes won't
- be i year.
all’ possible . d

1S in 1986; when tax rates

are higher, and defer income

/, give' more to
ity in‘ 1986: an

i ir e families. Now
» firm is Suggesting mixed
Wi and income funds that

rs still like
growth stocks.-“If you buy a

-+ stock for $5, hold i for sever-
and sell it for $20,

of 5‘}" e;l
ingles; $4
Hlers

“gross income for
0,000 for joint
The: dedtction is, lost

~deductions will be worth less

“clienfs as’the tax laws

1989; 10% in 1990 ahd noth-
ing after that, :

If you expect lossés in fu-

ture years from a tax shelter
investment, make new profit-
making passive investments
whose ear_nlngs _can_be

matched against yoir passive

losses, says P. Kemp Fain,
Knoxville, Tenn,, certified fi-
nancial planner.

Is real estate still a good
investment? “The answer is
complex;” says Fain.” Most
real estate investments are
automatically classified as
passive under the new rules,
so losses will be deductible
only  against income from
passive investments. -

But people who own and
manage rental property can
deduct up to $25,000 of net
real estate losses a year
against wages and other ordi-
nary income. The write-off is
phiased out for taxpayeérs (sin-
gles and joint filers). with ad-
Justed gross incomes of more
than $100,000; it's lost at the
$150,000 level. Fain says indi-
viduals should still consider
rental property investrients,

.- Disag is Dr. Rasi
Lakhani, a Huntington,
W.Va,, physician who owns a
six-unit apartmént house in
nearby Ceredo, W.Va, Lak-
hani plans to sell his building
‘becausé tax overhaul’s lower
tax rates make mortgage in-
terest and‘expense deduc-
tions worth less to him.

Condron also says expense
when rates are lower. He be-
lieves that will force many

- families who own_combjna-

tion Vacation/rental iomes to
sell out, hurting resort mar-
ket values, .

Do I need professional
help? The pros say we need
help: to; take maximum ad-
vantage of new’ rules. But
down' the road, some plan-
ners worry- that they'll 1;;:

come more § ward.

to offset their other in-

 Therearealot of differen
~ tolookatTax Refo

- Before jou talk to anyone else about Tax Reform, you should
talk {0 us. Because to make the most of the new tax laws, you
need a clear, comprefiensive view of your total financial picture.
And that's exactly what an IDS Personal Financial Plan will give you.
" “=The time to talk to an IDS Planner is right now. Your planner
will help you minimize your 1986 taxes. And tell you how to take

'S Financial Services Inc., IDS Tower, Box %M:h;lnneapohs,_m 55-4-4(;0-1‘-wll 17806?43_7—435
ike a free 30-minute consultation. CJ A free copy of “Understanding Tax Reform: The New Rules.”

TheIDS way.

full advantage of the new tax laws for 1987 and beyond. ok
IDS is an American Express company. We've seep tax reforms
come 4nd go for over 90 years. And nobody can relate these . . - 2
changes to your overall financial situation like we can. -

So call or mail the coupon today, since the cost of your plan

is tax deductible until the end of 1986.

tways

Lunderstand there is no obligation on my part,” X
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people
" 1986 to 33,760 in 1987 and $5, 009 in 198

deductlble, as is now the case?

TAXLINE

 ON 1986

s ANSWERS TO YOUR QUESTIONS ABOUT THE NEW TAX LAW

" Does.this new tax law take effect for our 1986

- return, which we’ll file in 1987, gr will it be for the 1987

tax return, which we file in 19887
X = N.J,, Montclair, N.J.
= - Most rules will kick in beginning with the 1987 tax
year, for which you'll file your tax return i ln 1988,

senior citizens and blind taxpayers?
— W.P,, Lombard, IIl.

That tax break will change; Now, taxpayers get extra
Sl 080 personal exemptions if they are 65 or older, or blind
(two 2xtm exemptions if they're blind and 65 or older). The
- change: Elderly or blind taxpayers who aré married will
receive instead an extra 3600 standard deduction; singles

will get an extra lard deduction, Personal exemp-
‘tions go to Sl.soo each in 1931 and $1,950 m 1933 -
‘The standard dedu

iction for all non-ite
fm‘ slngles, from $2,480 in 1986 10 $2,540 in 1981 and 53 000
8; for married le ]olnﬂy, from $3, 670 in

Blind and elderly taxpayers will be nble to claim the
1988 standard deduction a year early, in

What's the effect on credits fnr child care

expenses? .
—KW, Soomdale, Ariz.

change. Y still will get a credit of $720 for one
child. Sl 440 for two or more, to reduce your taxes for
certain expenses for child care and dependent care (for an
elderly or handicapped family member, for example) that
enable you to work.

Any effect on my group heam: insnrance?
F., Midiothian, Va.

ig change: The e rules make it tougher for
companles to give more beneﬁts to higher- pald executives
than to rank-and-file workers. For example, a company in
1986 might offer dental insurance to top execlmvs but not
fo other workers, Under the new rules, dental-plan benefits
will count as income to the executives if they're the only
ones to get the extra benefit. So lower-level workers might
see health care plans upgraded in some cases, if a company
doesn’t want to charge executives for extra coverage.

Will veterans benefits be taxed?
—L.S, Indianapolis

No. Veterans. Admlnist’atmn benefits such as pensions,
dlsabxmy pe{nand educaﬂnn asslsrance are untaxed now,
bill will change th:

My wife needs ?Iasﬂc surgery on her legs, Will it
“be betler to do this in 1986 or 1
J " Potomac. Md.

Al elsebemgequal,yondbebeﬁeroﬂsched
in 1986. year you are allowed to a
dedllcﬂon for unreimbursed medical and dental expenses
that exceed 5% of your adjusted gross income. Next year,
you will be able to deduct only the portion that exceeds
7.5%, S0 your dedncnon will be smaller and harder to take.
However, if the cost of the surgery plus your other
estimated medical and dental costs for 1986 do not add up

. to more than 5% of adjusted gros income, you won’t .
pdcﬂon wanyway that case oumighbe

e surgery until 1987,

1 postpo increasing th
chanoe of bmldmg upa bigger ‘medical deduction that year

Tam in tax court over a dispute with the Internal
Revenue Service. Assuming I eventually have to pay
the IRS additional taxes pﬁls interest, will it matter
whether that payment is made in 1986 or 19877 )

W.M,, Boca Raton, Fla.

" Bad news: It would pay for you to seme youx dlsp\lte
this year if you think you’ll end up owing the
cause under the new rules, inferest on Iate fax paym
WIll lered consurn mm and not deducﬁble
after a phase-out period. N only 65% of consumer
intersl will be deductible, 40 ln 1988 20% in 1989 10%
in 1990 and none after that. expens say thi
might ly pressure people to settle up in 1986 even if
they have a sb‘ong argument against the IRS,

" Will state and local taxes still be dednctible?
— D.M, Steelton, Pa.

State and local property and income taxes still will be
deductible on your federal tax return. You will lose the
state and local sales tax deduction.

Whn happens to income -veraglng?

D., Lakewood, Colo.

" It's gone after this year. Until now, if your income ina
"given year was much more than the three previous years,
you might save money by averaging your income over the
four-year period. That no longer will be allowed.

1am a self-employed actor. Is it true that the tax
plan will limit some wnrk-expense deductions?

.C., Dayton, Ohio

The bl.ll carvesouta specml exception for some actms.
Ordinarily, unreimbursed busm expenses will be includ-

[ ed with other miscellaneol mized costs, such as union

d\us only amount thatare more than 2% of adjusted gross

income will be deductible. But performers will be allowed a
full deduction from gross income (not an itemized deduc-
tion) for such expenses as agents’ fees and the cost of
attending auditions. The break applies only to performers
who have two or more employers in the acting profession in
a year, whose adjusted gross income is $16,000 or less, and
who get 10% or more of their income from performing.

1 am a traveling salesman. Am l affected?
— Arington, Texas
The new law is rough on travelmg salespeople, who
cun'enﬂy get a full deduction from gross income for the
cost of such unreimbursed expenses as travel, meals and
lodging. Under the new rules the deduction will be
available only to itemizers. Meal and lodging costs will be
added to other miscellaneous itemized deductions such as
cax preparation fees and safety deposit box rentals, Of the
total, you’ll get a deduction only for the amount exceeding
2% of your adjusted gross income. So if your adjusted gross
- income is $25,000 — 2% of $25,000 is $500 — and your
costs, including business ex-

penses, total $1,200, your deducﬁon will be $700.

Iam an elementary school teacher. Will the cost
of classroom supplies that I purchase myself be

~-C.G, Erie, Pa.

You wonl et a mu deduction for the cost of the
supplies. Currently you're allowed a full deduction for such
unreimbursed empioyee business expenses. Under the new
law, the cost will be included with other itemized miscella-
neous expenses and subject to the 2% floor.

What happens to dednctlons for charitable contri-

butions?
- — B.K,, Bountiful, Utah
You'll have to iternize to take a charitable deduction.
Currently, non-itemizers can take charitable deductions,
too, but that break was due to expire after 1986 anyway.

" What happens to the speclal exempﬂons for .

P
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TAX PLANNING:

i ,g%@’ 1040 U.S. Individual Income Tax Return 'ﬂ@85|
@gg*? n%w For the year January 1-December 31, 1985, of other tax year beginning 1985, ending 19 ] OMB No. 1545-0074
":;;%xmg Your first name and initial (i oint return, also give spouse's name and initial) Last name Yoursocial security number
| i . i
: %’:"; Present hor and street, number, or rural route) Sopuses soclal uunlly number
: | - "Chty, town or post office. state, and ZIP code y - [ Your occupation )
; g Spouse's occupalion P
| ial } Do you want $1 to go to this fund? . . B B Yes No_|Note: Checking ﬁm‘
2‘%”:%? ;Elmmn Campaign P if joint return, does your spouse want $1 to go to this fund?. . Yes No Teduce your re m,..,“’
| 5 1 Single [ For Privacy Act and Paperwork Reduction Act Natice, see Instructions. i
| @ Lines 6a, 6b: Exemptions are $1,900 each n 1987; Filing Status [ | NSO ) ; - = ;?f 2
-1 $1,9501n 1988, Blind taxpayers and those 65 or olderno |+ | Married filing joint returr (even if only one had income) ¢
< i |onger get extra exemptions; they'll get an exira stan- 3 | Marredting sparae etun. Enerspouse'ssoialsecuriy no. shove and ful rame hre.
B d deduction instead. Dependents: You can't claim
|
¥ If as an exemption on your tax return! if you are
i YW'SG || but ot your dependert, write child’s name here.
L "g'b'° obe CIS"“” n someona else’s return. s "1 Qualitying widow(er) with dependent child (year spouse died 19 ). (See page 6 of Instuctions)
| A s NS ) (eepage 6 o o
nter num!
e dependenls age Sor :rlgre‘?m\’};‘tyghs!ed by Soc|a| Se- s: ;aum“ :: ot . l:i ::m: } .m“ ‘h““‘
£ pouse or over ing : on 62 and
‘é CU"'V number. " e ¢ First names of your dependent children who lived with you . } H:%IMM
. [@Line 7: Include hers employse oomnbubons 104019 - ;
‘B _retirement plans in excess o’e “'59"-h d First names of your ependent children who did not live with you (see page6). — E"'";Wm"
e = Bk finer. (¥ pre-1985 agreement, check here » (] ) - A
[ @Line 9b: The $100 ldsnd exclusion $ . @ Other dependents: 2 Reltionh 0 Number o @ ¢ depndent (S)vvhdmnrwd- R
~§ ﬂlars)tsellmln . i () Name Rty | g | eigumed, | ot oot Ente b
(oLne 12 1f you managed a business nhat ost money . - :;l;"‘"'t >
AL numbers.
= %?n‘? the entire Iossu or kasses from businesses nol — . _ vt
ged by you, see Line 1 #_Total number of exemptions claimed (also complete line 36). . . . . . . . . . ... . . .  bowesabowe B
i 513, 14: Currenty, 6}“),40%01 oG N7 Wages, salries, tips, etc. (Atach Form(s) W-2). - ; - . . . . . . . [ ’
L as ordinary income. Under 8 Interest income (als0 attach Schedule 8 if over $400) . e 8 .
s pital 9a Dividend: Bifover $400) ,9b Exclusion . =1
| ph“ &-in of new tax rates, the top rata for capital (26, ¢ Subtractline 9b fromline 9a and enterthe result . 9 :
z i$ 28%.) Capital losSes are deductible up to the (26 e 10
- ; .q, your ¢ capital galns lnoome plus sgloog 10 Tasable refunds ofstate and loalincome tass, f ay. from the vorkshéeton pay9o¢ Instrmmn: i
& e = T 11 Alimbny received . . P
1 Subjectfo.2 phase-out losse 12 Bisinessincome or (loss)(attach ScheduleC). . . . . . . . . . .. .. ... [
| 'pas Invastmsms such as imfied pannershlps mat ~13 Capital gain ot (voss§ {atti‘o(cn Schedule D) . . 13
cafare agedbyomers,wlllbedsdzmbleonlyagamst ¥ R T 7
passive income. The phasa-out: 65% of passive losses 14 40% of capitl gain distributions nét reported on fine 13 Gsee pagea of P
de?gag ; o!%)r‘m;% mo%‘me in ;93'8;40% in 1988; 20% 15 Other gains or (losses) (attach Form 4797) . . 18
in in nothing af Fully taxabl b 16
7 Roal eslake niestments a’;ﬁe atcally considered 16 Fully taxable pensions, IRA distributions, and annuties fot repmea 7on fine 17 (see page 9) .
‘, | passl g‘ ato 17a pmev pensions and annuities, including rollovers. Total réceived
1oy b Taxable amount, if any, from the worksheet on page 10 of Instructions .
o 18 Rents, royalties, partnerships, estates, trusts, etc. (attach Schedule £) .
¥ 19 Farimincome or (loss) (attach Schedule F) . . . . . . Lo Ty
; 8 o 20a L ion i ived . . 202 |
19: Farm I‘ns and Iosses are considered pas- . b ifany, from the page 100f i )
o a (see line FTBmlass you are active in farm opera- 21a Social security benefits,(see page 10). Total ru:ewed o i
1 e b Taxable amount, i any, from worksheet on page 11. { “Feent
‘ benem are fully mbh (par- 22 Otherincome (it type and amount—see page 11 of Istructions)
2 sheet no Ionger necessary. -
1 B = 23 Addlines 7 through 22. This is your totalincome . . . . _ . .
! 24 Moving expense (attach Form 3903 0r 3903F), . . . . . |24

s o\ =" 25 Employee business expenses (attach Form 2106). . . . . |23

; @ Line 25 Ellmlnated Include these expenses as a mis- _ | 26 IRA deduction, from the worksheeton page 12 . . . . . |28
Ilansous itemized deduction. . - 27 Keogh retirement plan deduction - S 27

- S et 28

28 Penalty on early withdrawal of savings.

) 29 Alimony paid (recipient's lastname s g
AT ey v R A k)
. /30 Deduction for amarri When checuiew) [39_|

31__Add lines 24 through 30. These dre your total > |31
32 Subtract line 31 from line 23, This is your adjusted gross Income. Jf 1 e s fess than
$11, 000 and 3 chid ived with you, see "Earned income Credit” ine 59) on page 16 of

s If ant RS to wa! your r.!x see page 13 of. >

sy
. QL|na 26: You'll probabfyneed a worksheetlodsts
. munehowm can deduct for an contribution,

of

;usted gross income for singles (szgooo joint). The de- -

| duction is lost at $35,000 ngso joint). For marrieds -

1 filing , the phase-out takes place over the first
$100%%p:f' ; spouses’ penslons onleoum agalnst

you when ﬂrng separately.

33 Amount from line 32 (adjusted gross income). . . . RS I ]

[ @ Line 30: Eliminated. {. -
= ax 34a i you itemize, attach Scheduie A (Form 1040) and enter the amount from Schedu!eA line26. . |34a
| @Line 32 Ses Line 5 59 for change in earned-income /4 Com Caution: If you have unearned income and can be claimed as a dependent on your parents’
© Loredit: e return, check here » (] and see page 13 of Instructions. Also see page 13 if yourare married
- = filinga separate return and your spouse emizes deduction, o you are a dualsatus alin.
i OLi dont itemize, enter the standard de- - ©~ de ch
g duction, See ||nes 25,26 6n Schecmle Afor de‘a“s if you rﬁ (See S b if you do not itemize but you made charitable contributions, enter
| da itemize, also see Schedu A 4 Insnu your cash contribution's here. (If you gave $3,000 or more to any -
i e el s : 1928 one organization, see page 14) . . . -
;.| @ Lines 34b, 34c, Md 349 35 Ehmmated Chamable © Enteryournoncash conumunnns(mmusmmrmmxmmmxm) 34c
2 eomribuuons beéoms an ntemuzed deduction: % d Add lines 34b and 34c. Enter thetotal . . . PR .|
f. g T i e Divide the amount on ire 3d by 2. Enter the result here . . e
ar 35 Subtract line 34a or line 34e, whichever applies, fromline33 . . . . PP 3. [
L2 I - 36 Mulfiply $1,040 by the total number af exemptions claimed on fine sv(see page 14) ... . |36 § g
[ ) me 38; Fgurs your tax, using me tables provtdsd on L 37 Taxable income. Subtract line 36 from line 35. Enter the result (but not less than zero) . . 37 o XA
%_ the next xt page. Income 1o averaging is eliminated. - 38 Entertax here. Check f from (] Tax Tatle, [ Tax Rate Schedule X, ¥, or Z,or (] ScheduleG | 38 “_.E
e m 39 Lumﬂ-sum ‘genslon ‘Payments are e!lglble Tor i 39 _Additional taxes. (See page 14 of Instructions.) Enter here and check if from [ Form 4970,
o fve manmemxremio-yearaver- O Formagr2, or O Formssas. . . . - L3 39. -
+ 1 aging: Te age 50 or older before Jan. 1, 1986, ? A X ) 1 . |
& \Illwouldbeel‘gublefor10~yearaveragmgonoeat1986 - Addlines 38and 39: Enterthetotal. . . . . . .. . . . . . . ... .. pl40 a0
2] rate ~ ¥ S g [ A
o Credit for child and dependent carg hForm 2441) | 41 | KN
g @ Ling 43: Eliminated. - Credit for the elderly and the pefmanently and totally disabled §, 2 &
| e - (attach Schedule R), . . . . . . B . 5 | —gg
y r”""“’E"'“'""’ed- _ — Residential energy credit (attach Form 5695 . - . a3 - %@—“‘— £
| Partialcredit for politica contributpns for which you have receipts |44 | XN
g p :
- Add lines 41 through 44. These are your total personal credits . . . . . . . . . . . . |45 -
. _{i; . Subtract line 45 from line 40. Entey the result (but nmless manzew) [ ..} _i,ﬁ s
| Foreign tax credit (attach FnrmuJS) P 47 . s %
|
4o . __ General business credit. Checkif frog [ Form 3800, : |
i 5 'miﬁ‘i‘@%? O rom3ass, [ Fomssss, (] Fomea7s. . ... - |48 =
" [‘oLine 48: Investment tax. credit eliminatad for most 49 Add lines 47 and 48, These are your total business and othercredits . . . . . . ; . . . |49 g%i 49.
% Vequnpmsn( put in Service after Jan. 1, 1986. 50 Subtratt line 49 from line 46. Enter the result (but not less than Q). . . . .. .. .»150 S 90 “
| ::, T Self-employment tax (attach Schedule 860 . . . . . . . . .. . ... . ...|51 %ﬂ%{_‘?’
i Py e - 52 Alternative minimum tax (attach Form 6251). ORI s2) ' - £ :
£ — st TR
g oo 52: A revised 21% 8“6"‘5“"9 minimum ,;Q e 53 Tax trom recapture of investment credit (attach Form 425%). L . 53 | 8
& @ (ncliding 54 Social securify tax on tip income not reported tuemployel(anachfwm 4137) - 54 -
2 | ] Advanceic 55 Taxonan IRA(attach Form 5329) . . . 55. :
i Payments) 56 _Add ines 50 through 55. Thisis your total tax
é‘a* R ‘ 4 57 Federal income tax withheld . J
v °
1] @ Line 5¢: Maximum eamed-mooma credit for the work- i Payments 55 85 et L 1984 return
. mg poouncreasesfrom $550 to $800. T Artach Forme 59 Eamedincome credit (see page 16) . . . . . . . .
B %' 3 W-2,W-26, 60 Amount paid with Form 4868 . . . . Sl
; i o and w28 61 Excess social securty tax and RRTA tax withheld (two or more
e . empioyers)
B
g% 62 Credit for Federal tax on gasolme and specialuelsatach Frm 4136
b 63  Regulated Investment Company credit (attach Form 2439) .
5

%‘?’é %1,

64 Add lines 57 lhlough 63. These are your total payments

65 Ifline 64 s larger than line 56, enter amount OVERPAID
- Refund of g6 Amount ofline 65 to be REFUNDED TO YOU . R
 Amount 67 Amount of line 65 to be applied to your 1986 estimatedtax . . . B
YouOWe 65 ifiine 56 i larger than fne 64, enfer AMOUNT YOU OWE. Atach check or marey order for full amourt
payableto” " Wit your ber and 1985 Form 1040° onit .
Check D if Form 2210 (2210F) is attached. See page 17. Penalty: $
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TAX PLANNING: SCHEDULE A. WORK SHEET
SCHEDULES A%5 Schedule A—temized Deductions r—>°“°"°-‘“m" ;
(Form 1040) edule (Sclud:lcalum back) ﬂ@as
Department of the Treasuny > Attach to Form 1040. B> See Instructions for Schedulés A and B (Form 1040). 07
"~ Name(s)as shown on Forr 1040 ‘number

Your social secur
- o o . i

Medical and

- (Do not include

. expenses

reimbursed or
paid by others.)

isted gross income (line 33 on the
s»/':ﬂ‘(nsr than tf?a current §%. (

 DentalExpenses 2 & Doctors, dentists, nurses, hospials, insurance premiums.

1 Prescription medicines and drugs; and insulin

you paid for medical and dental care, etc. , .
b Transportation and lodging .
& Other (ist—include hearingaids, dentures, eyeglasses, e«c)

improvements. Intere morigage:

1986, or earlier, is fully deductible on loans up to the mar-

i ket value of the . |
for medical or ed

up to the market vam‘ug‘lame home, minus any other mort-
jos. -

s 12, 13: Cmsumer interest deduction el
r a phase: m:ss%dedudvbleln1 40%
in 1989 10% in 1990; nmhlng after
loans, such as stock margin aoeoums, is de~
ly against |nves|ment income.

3 Aou lines 1 through 2c, and write t 3
4 Multiply the amount on Form 1040, fine 33, by 5% (. 05) 4
5 Subtract line 4 from line 3. If zero or less, write -0-. Total medical and dental . » | 5
6 Stateandlocal incometaxes . . . . . . . . . . . . 6l. -~ -
7 Real estatetaxes . -7 M
8 a General sales tax (see salés tax lab!es in instruction bouk!e!) 8a
b General sales tax on motor vehicles . 8b
s dated Aug. 16, 9 Other taxes (ist—include personal property taxes) B .
home-securedloans to T et e
on, loans 10 Add the Fmoonts on fines 6 through 9. Write the tofal here. Total taxes . & | 10°
11 a Home mortgage interest you paid to finaricial insfitut 11a

b Home mortgage interest you paid 1o individuals (show that*
person’s name and address)

~
12 Total credit card and charge account interest you paid . -2

13 Otherinterest you paid (ist) > i
13 2 13
Total -nteres( B [14 i 18
€ Cash . (if you gave $3,000 or more to any one s . 4
a

@ Lines 20-23: Add up all your m:scellaneous 'S
— including the unreimbursed iness ex-
nses. You can deduct amounts exceeding 2% of ad- |
justed gross moome

NEW: Moving expenses are a new itemized catsgory
but not subjsét‘g to 2% fioor.

@ Lines 25, 26: Lina 25 elimindtod. Currort 7 e
build in zero-bracket amounts. These are replaced by
standard deductions for non-itemizers. For 1987: joint

organization, report those contributions online 15b.) . . .
Cash contributions totaling $3,000 or rhore to any one
, organization. (Show to whom you gave and how much you

16 Olhev than cash, (You must attach Form 8283 if over $500.).

17 *Cafryover from prior year . .

18 Add the amounts on lines 15a throuj h 17 Wnte the total heve Tot
19 Total | casualty or theft loss(es). (Vau ‘must attach Form 4684 or similar statement. )
age 21 of Instructions.) .

$376lr sm%les. unmarried -

marrieds filing separately, $2,500.
In addition, taxpay dsge 65 or older and blind taxpay- |
jet extra standar s worth $750 for singles
each if married. Also, bllnd and elderly taxpayers
jer 1988 standard deduction a yearear?y Sofor |

9567 3 cirese, b
98 as‘?e' 'hﬁ ;e:ﬂ:rgn‘?x&a Sl%e(%dsducﬂon

filers, surviving spoussezs, i " — 20 Unmn ndp s 20
ling arately, | 12 ona

$1, edsso F ho?ssgeopfr{t fiers, survm pogsgg? gooz | | Deductions 21 Taxreturnpreparationfee . . . . . 21

unmarried heads of households, $4,4 ; singles, $3,000;

22 Other (st type and amount) » .

24 Add the amounts on fines 5, 10, 14, 18, 19, apd 23. Write your answer here. 2
S *( Filing Status box 2 or 5, write $3,540
25 I you checked Form 1040 { rmng Status box 1 or 4, write s 13908 - - - - - 25
Filing Status box 3, write $1,
26 Subtract Ilne 25 from Ime 24, Write your answer here and on Form 1040 Ilne 34a (N
line 25 i more than e 24, see the Instructons ot lne 26 on page 22) . 6

The tax rates

- Uss these tahés to figure how much tax you would pay on your taxable in-

ine 38 of ;orm 1040). A set of five hansumn rates will be used in 1987.
In1 , thera will be only two tax rates — 15% and 28% — but a third rats of
I %%al%wlllbeusedloph ase out the benefit of tha 15% for higher income
rsfs Evantually. higher-income tﬂxpayers would pay 28% on all their

1987
‘

W hnbln income’ *  but not Tu r-u
s more than more than
$ aog‘ st's % $1 961‘ ?5%
1,8 \
*$16,800" g? g 448+ 8 16,800
27,000 ; .
$54,000 - $1 4,754+ 35.5% _ $54(
- Wtaxable income butnot Tex rate of amount
is more than more than is over
4 0 " $3,000, vl % ;1 $0
$3,000 32000 5 +15% $3,000
8,000 ,000 30+28% - 8,000
,000 $90,000 40+35% ,000
e mariad coupe . ".1‘“335;2’, Je, 11% on the.
4 rately are half thé joint rate. For examy
i $9.600, 15% from 81, ssgmg ”f’ oo P
Heads of household
L If taxable i incame Tax rate - ol
i " is more than - more e
b $2,500 $0
i 3,000 $275+1 5% $3,000
& { ,360+28% 28,000
,000 ,550+35% ,000
$22,250+38.5%

It taxable income
is more than

xable but Tax fate | of amount
4 is mare than ‘more than is over
[k . 0 ” $29,750 15¢ . $0
% $29,750; $71,¢ $4,463+28% 29,750
$71,900. $149,250 16,265+33% 71,900
i SM‘g 2! 28% of entire amount
- '

‘mairied eoup!ss fing separately are 16% on the first $14,675, 28% on the

 Heads of households.

by if taxable income " but not tax rate of amoum
¥ is more than' more than is . o
: $23,900 *15% :
3 3,900 . $61,650 $3,585 + 28% &29.750
1,650 b $123790 $14,155 + 33%  $61,650
$123,790: . 28% of entire amount:

'NOTE: Afteryou mmmmmpnmwmyww 28%on| nmmm-‘m(mezsovum
I firs, $89,560 for singles and $123,790 for heads of households), the law imposes an
surch

axable Income 10 phass out sach $1,950 exempton caimed. ”
Takl for mmph IWlﬁfhg]mMym 199! mszwom bumonmam sz%';!so‘ﬂm
from

at
st $29,750 of taxable income;
mswmmnumtomszsunalsmmlmmromswzsowsmoso(szimwomd
taxable income fo phase out and 287% on the ast $28

- Now you cansell your
“stock for ca {:ual gain-then
~ buyitbackand get both

trades for the price of one!

I you or you.r tax consultant believe that you
could benefit from ta.klgg your capital gains before
the end of 1986, consider this:

- Youmay place your order to sell your stock,
then turn around and buy the same stock right

that you want to use the Capltal Gams Tax$aver.
* Then, place a market order to simultaneously
buy and sell the same number of shares of the
same stock:
There may be a difference between the price

back...and Schwab wﬂl give you both trades for you get on the sell and on the buy. Although
the price of one! wab can offer no guarantees, placing simul-
Look at how much capxta] gams tax rates will . taneous orders will probably minimize and occa-
increase January 1: stoﬂally even eliminate this difference.
Long-férm Capital Gains Tax Rate To take advantage of thls
; By Joint Taxable Income SPECIAL OFFER you must
Yea - $30000 $50000 $70,000 100000 $i50.000 trade before December 12, 1986!
1986 100% 152% ' 168% 180% 20.0% :, T
1987 280 280 280 280 28
9% Increase
7| ‘sTover'ss 180% 84% . 67% 56% 40%

CharlesSchzh

Member SIPC/New York Stock Exchange, Inc.

For éxample, if your joint 1986 taxable income
is $50,000, then you'll pay 15.2% tax on your capi-
tal gains this year—oompared to 28% next year

B A BankAmerica Company
N ~3.n mcrease Of 8 \ B Over 90 offices to serve you including:
NEW 'YORK: 335 Madison Avenue, NY 10017
Here's how u\‘veosl?;);;ily(o}:'ms ’l‘ax$aver ANCISCO: 101 Montgomery Street, CA 84104

Los ANGELGS. 1901 Avenue of the Stars, Suite 175, CA 90067
CHICAGO: 70 West Madi Street, Suite 1300, IL 60602
* You must Kave a Schwab account and trade estMadison Street, Sutte

. before December 13in order to use the Tax$aver
rogram.* '

and you can

Your Schy be in hold sé
only trade in ropnd lots of listed stocks.
Schwab does :h give tax or investment advice: We've created

his offer as & service for investors who, after talking with their tax
consultants, believe they will benefit by taking their gains before
the end of 1986.

¢

Il'ynu are currently a Charles Schwab
customer—to iake your trade, ]uchall your local
Schwab branch and tell your Account Executive

v !

IFYOU ARE NOTA SC}-{WAB CUSTOMER. ..CALL 1-800-633-2222
10 léarn more about the innoyative brokerage services of Charles Schwab. To take advantage of
Ih:s offer—new customets must do a full !ransfer of account fo Schwab by December 1.
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LINE

ON HOME EQUITY

ANSWERS TO YOUR QUESTIONS ABOUT THE NEW TAX LAW -

; ln\erest?

gages and other loans secured by your prlncnpal residence
and a second home, The deduction will be limif

What are the new rules on deducting home-loan
. — L.H;, Wiimington, Del.
You'u be: allowed a deduction for interest on mort-
ited to the

By Wllllam Giese
USA TODAY '

Thanks to the new, notso-

inig out loans on the
home to buy a car, to pay off a
balanceorlmakea

rule allowing tax deductions
for loan interest will be tipped
on its ear starting next year,
when interest deductions on

interest on- loan amounts up to the purchase prlce plus

improvements. So if you have one house that you bought for nsumer loans will be el

370 000 Bﬂd you add $5,000 in improvements, you can in earphase-out
expense on home loan balances up to ‘mlsa of consumer

575 000, I you home by Atg. 16, interest wm be deductible,

your
1986, interest is fully deducﬂble on loans up to the home’s
market value, There is also an exception for homesecured

. deducﬁb ‘up to the market value minus other mortgages.

the interest on ti
< |, what about after that? Would it be possible to take a
secolnd ‘mortgage on our house this year to pay off the
car loan?

Yes.
won't bé dedm:ﬁble after a phase-out. In IDE7 65% of

consumer-loan inf
20% in 1989; 10% h\ 1990; and nothing after that. Interest
ona qualuled loan
‘matter what you do with the money. So using a home loan to
pay off your car loan might save you oney.

pay dental bills be dednctlblef

The

loan ls deducﬂble if the loan is secured by your principal
home or a second home, and your total loans on the two
‘houses total no more than thelr purchase prices plus the
cosl of improvements.

W extra interest
dedncﬁuns for any home équity loans used to pay educahon
Intereston loans to

pay
demal bills will be deductible up to the current market
value of your home, minus other ouf ‘mortgages.

for medical or education costs: Interest will be

Last Januar) X we bought a new Cadillac. I know
e car loan is deductible in 1986, but

—RK, Bmvh, Ohlo

Interest on consumer loans, including
erest will be deductible; 40% in 1988;
secured by a house will be deductible no

Will interest on a home equity loan taken out to

40% in 1988, 20% in 1989, 10%

in 1990 and nothing after that.
At the same time, lntem

deductions still will be all

on loans secured by a mm-

DT Apkprgveq‘ For Release 2011]0j{16 : CIA-RDP89-00066R000400070052-7 e

What's ehm
Deductibility of consumer
interest.

What it
Consumer interest deduc-
sed out

equity age i
terest remalns Juctible.

; )
Taxpa rs claimed interest
deduc&s (including mort-
gages) on 34.6 milion

returns in 1984.

gage on your principal or sec-
ond home — up to certain lim-
its — even if the loan is used
for such mn name purposes as

buying a boat or paying off
your credi

l

Starting in 1987, you'll be al-
lowed mu interest”deductions
on mortgage loan amounts up
to the mlrchase pnce of your

Home equity glves ‘
owners credit options

By William Giese
USA TODAY |

When Phyllis Bnrgess ol

eq\nwsfoam. it's in terms o(
computers and the 1976

general rule is that interest on a home equity

On top o(l.ha!‘thenewnllaau

1 took out a personal loan to install central air

Lincoln Ce
ing (1’1‘11 trad!ns for something in
Toms River, N.Y.. elemen-

tary school teachers Ronald
and Linda Janesko are consid-

secured by the four-bedroom,
twostory home they built for
$50,000 in 1973; just in case
they need a loan somewhere
down the road.
The new tax law makes such
home loans for non-home pur-

er loans could be paid off by

borrowing on a deduct{ble

home equity account, says Lea-

mon. For example, you might

want to pay off an e)dsling boa
with proceeds. from

loan P
nome!mguity loan, becanse
interest deduc-

ﬁon is about to bé phased out.

Then figure out whether

your after-ax interest expense

nna ‘home equity loan is cheap-
than your current loan.

Dont scrap your 3% student

for example, for a w%

lmme equity arrangement.
Asa nlle of thumb, Deloitte
Sells estimates that

fora ﬂveyear loan from 1987
homé" eqluty
closing costs

home, plus lmprcvements
That means you usually can't
borrow against the amount
your home has appreci
Of the $54,000 average equi-
W. 65% s appreciation, sy
's Credit Re

Uni
;e;:'cshlscseo%ter That leaves
» on average, a
able under a home equity line,

loans up to the current market
value of your home, minus ;ny
ol.h nwrtym
Interest on dq by
Aug 16,1986 (thedatethe bill's
details emerged), will remain
fully deductible even if the
loans exceed the home's pﬁce
plus improvements.
Over the: yea:s you couldap
yont equity again and again,

prlce of your home and im-
provements — as long as the

total owed at an, oneﬁmedid‘

not exceed Lhe its.
One other exception: W
be a.uowed m deduct mler&

bound

for any type of loén used to p&’
for investments, such as stock
purchases. The' deduction ]
limited to the Bmount of invest-
ment income '3
losses. soxlymumed a homg-
secured loan to make invest-
ments, that interest could b
deductible for loan amoun]
that exceed the ord(mry mort-
gage loan limil
The rules make tradi-
uonalcarloansandcredncad
purchases more af-
ter tax costs than a home loan,
buy a new car. Thaf's
why lendus are tauﬂng bon;e

equity in their homes — ar aV
erage of more than $54,000.

and see which, if any, consum-

$py William Giese
; USA TODAY b

xactly, s a home equlw loan?
ied m

d
& director of Lhe National Second Mort-

g saiesecon is a loan secured
¥ byalienonyourhome.Amstmortgage
#_holder has first crack at your house in
% the case of a loan default;a secondmon—
gage holder is next in line for what’s left.
‘About 85%, of all second mortgages,
such as home improvement loans, are
convenﬂonal lpans, says
.. However, the home equity loans
make up the remaimng 15
© fancier — second mortgages t!u‘t give
f credit to use

=
b
¥
£
1

equity loan, you ar-
2 range with a. lender for a line of credit
secured by your home. You can write
" . special checks up to the approved
@ amount, and yvu make payments on the
¢ monthly balance. A typical
paymem. including mter& and
* prlnc:pal, is 2% of your balanct
"~ Here's how it works: Say the horne you
bought for §55,000 is worth $100,000 now
and you have 840 000 left !o pay on it.
um credit line usually is

1 8055 ot the nppra!sed value of your
* l\om us any mortgages.
So, ror a house appralsed at $100,000,
v your line of credit would be up to $40, 000
= $80,000 (80% of the value) minus the
1 $40,000 existing mortgage.
£ But now the tax rules add another lim-
“ jt! On a home equity loan taken out after
Aug 16, 1986, the mortgage interest gen-

. ing the purchase price plus any im-
5 pmvemems — In this. case. 355,000 After
' you subtract the
lance, you're, len wnth Sl5 000 A bank
f probably would lend yoll more, but the
. interest wouldn't be deductible.
-, The a ragebalanceonalme of cred-
itis between $10,000 and $15,000, says
Gecrge Kilguss Jr., vice prsslden( ( cm-
zens Savm§ /Citizens Trust in
. dence, RL
For new homeowners, home equity
loans aren’t mich of an option. These
i days the average horne ‘buyer pays 20%
m cash and borrows the rest, ac-
1 cording to the National Association of
§ ° Realtors. If a newly purchased home is
809 mortgaged, there’s no equity to tap.
% Of course, if the loan is for a home im-
£ 'provement — say, td add a sun room or
‘remodel a kitchen — that doesn't matter.
< You're boosﬂng your home’s value, and
thus the eq against 0u - can
. borrow. Remember, the new limit for the
b mtemt deducﬂon is pnrchase price plus

Hnmg eqmty interest mm are in the

_Gl'oriﬁed 2nd mortgage’.

‘WO
paying off the credit cards with avaihble rates

conditioning in my home. Will the interest expense on chases lenly more attrac-
this loan be deducﬁble? RS, Chamblee, Ga. ﬁve&\;gcaus:n ou'll be allowed  than a cmsumg loan ;Iiﬂl in-
g to deduct inferest on home . terest of more than 8.88%, i eoLuanmaldWmdaJensskoomeﬁw,NJ.m use'
No. That is a consumer loan because it is + loans (up fo certain limits; see Butwatchout—ahome 1or$50000|n1973,|osecureacred1llnsforhnws needs. ay
y your home, so you will Jose the interest deduction after m’-"‘em eft) but not on con- ity loan can be d
the phase-out. However, because central air conditioning is ‘may be too easy fo eat inw the an accounting aSears, Roebuck & Co.  their home eqmty loan, a vari-
a home improvement, the cost will increase the Do you need a fast home eq— ‘equity in your house to pay fop gstems consullanl got a uedst wrd at 21%. The couple  able-rate loan now at 10%
amount on which you could deduct mortgage interest, ity loan, unnecessary purchases, $ 3,000 home equity line of bought $1,000 worth of gold Should you buy a new car
“Don’t do anylmng dmmat Don't pay for impulse pur- ﬂuee-bedmo and silver coins on a Visa card  next year with a home equit
o vnm about interest deductions on a mobile home ic,” urges Jerry Leamon, direc- ~chases using a home equity sphn el at 18%, loan? Interest rates' on ca
- loan tor of executive financial coun— loan, says George Barbee, ex- der to cansolldatea?l&ooo Thosemgh inler&cosuwm loans from automakers ha
—CS, me %élm with the aoc:u;lgehg Z Cor wqr 3 " get even mge ee:?i;euﬂve next mmlng lately m:lrng aul
“ terest Haskins “Its s yenr e Burgesses year, when the deduction starts cut:rate financing pr
a moﬁ:m?ﬂ“m&%“ﬁm;ﬂ raﬂme ors knponannostep back and con- charged $10,000 worth of IBM to 2 Leamon, yams. It's hard to say u tl
e, O e ot iforas o, S wovomeurrent_ debt gﬂmﬂmﬁw and Jouwant to bllbye b ek
deductible consumer loan subject to the interest pt t. partly by e o mungwﬁg s bying

An after-tax
comparison

Here's a comparison of the after-
tax interest cost of a five-year,

199 12 7 v
1991 183 132 .
Total $2,998 2,169

Interest  Aftei-tax
Year -expense ,  cost? !
1987 - $1,022 A

744

1989 7 .
1990 93
1991 149 149
Total $3,045 32.119
1Home ‘equity loan includes 2.5 points

ront charg )umommwm- o

e

2'Assures a top 28% tax rate n both casss.
3-Typical rate for an unsecured fine of credit.
Source: Deloitts Haskins & Sells

erally is deductible only on loan balances .

USA TODA

to 10% range now, says Gail Liber-
man of Bank Rate Monitor. Some lend-
ers are offering introductory rates as low
as 5.9%, but they rise after a few months.

Careful, though: Annual interest
charges on ‘home equity loans often fluc-
tuate based on the prime rate. If inflation
heats up again, your rate will rise.

“I don't know of a major bank that isn’t
doing strategic planning to aggresswely
get into this market,” says Patrick Harri-
son, executive vice pmident nl Com-
merce Union Bank in Nashville, Tenn.,
chairman of the Amerlm Bankers Asso-
ciation consumer credit division.

Lenders already are at war in Atlanta:

'you go with
your IRA>

_ Stock Index reported a 15% return.

Comparing the performance of the S&P to the performance of N
these two Twentieth Century funds is like comparing a baseball’
" player hitting .333 to two players each batting over .630! 1

Compare these stats to the performance of your IRA. Then, 1f

you'd like to consider having Twentieth Century go to bat for you*
Please read the )

.- call or write for a free

@
o
Z 0
=3
F_.'
o

0 of Twentieth Century’s common stock funds,

Seléct Investors and Growth Investors, each reported hn,
L. annual compound rate of return of 28% for the 10-yeag

. penod ending June 30, 1986, while the Standard & Poor’s 5!

TERg

-

FEFRTATE I

e

carefully before investing.

Pleasesehda fre prospectus to;

" “No-Load, No-Minimum Mutual Funds

Car:peungql};rtlyksi are waiving initial costs he

on home oans, mdudmg apprais- i . . pe

als fifle es m m opse 4 sssezy . PO. Box 200, Kansas City, MO 64141+1-800-345-2021, ext. 801 %

front costs normally can run $500 or N N S D RGN B W G O e e 1

more fora 315,000 line ol tredn. : B ]
nta-based Georgia Federal Bank is

wal mg closing costs and annual fees.

The bank offers a variable interest rate, -

currently 9.4%. &

Georgla Federal has received 5,000 ; hefuure. 4
applications since A“%sl , compared wlm : + A
only 1,000 for all of 1985. i ; - a

. . . bt
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'TAXLINE
'ON REAL ESTATE

ANSWERS TO YOUR QUESTIONS ABOUT THE NEW TAX LAW

In the new rules, what is meant by a ﬂpa
*nvestment? Is my rental property consider
passive lnvestment?

ssive
ed a

— D.M,, Huntsville, Md.

Yes, Passive investments generally are one§ that are
‘managed by others, such as ted ips. Under the
new law, passive losses on an investment will be deduchb\e
only up to the amount of any mcame from passive
|- investments, However, the all realestate
& in ents — even if you're acnvely invclved — as
passive. Then it it makes an exception for rental real estate
owned by individuals. Individual owners will be allowed to
+ write oﬂ up to $25,000 of rental properw losses against

Wi interest or”stock

P
510D 000 ($50,000 for mamed milm
income (not counting the an IRA
deducﬂm§ and is lost completely at 3150 000 (375 000 for
ed filing separately).

How will this affect real emtg l[mhed parider-

ships th.lt were entered into ln i

Ganhenburgl

The wﬂtg«oﬂ of passive 1osses wul be phased out over
four years for taxpayers like yml who lnvmd berore ﬂze

zx demReagans!gm e law. Passive

100% dedy eanBBS,SS mlBST

40%]1\1988,20%“1198 10%inlm:andnma all after
remember, able to use limited

mmnersm ip- losses to oﬂset xncome trom other passive
vestments. So if you had one partnership with losses and
income, you co\lld use the losses from

oné to oﬂse‘l profits from the oth
‘What happens to real estate ﬂegechunnr
, Ohio

It changes to your disadvantage. Currently, deprecia-
tion on real estate is allowed over 19 yeaxs, and you can
larger write-offs in the early years, For

. years. If you buy this year, yo\l are ehgble for the current
accelerated depreciation

1 recently put m{ hmue up for sale. Would 1do
better to wait and sell it in 10877

—J.C., Elberta, Ala.

ﬁm, your home sale profis, you've owned

tne house for mqre than six months, will be taxable as a

1f you sell this year, under current

you will pay tax on just 40m1 ym:r

under the new law, all long-term capital gains wil
as ordinary income, up to a tnp zsqfrm Soif you 've got a
pay tax on your profis, sell this year.
‘Remember, though, that your profit on the saleof a
house is not taxed at the time of the sale as long as you buy
another house that costs at least as much as the old one
within two years either way of the sale date. If the new

your house sale profiis or on the difference between
prlces of the old and new home.

Under surrent Taw, If ’'m 55 or older and ull my

. house I don’t have to pay taxes on $125,000 of the gain.

" Will that rule still apply under the new law, or should I

* hurry up and sell my house he!nre the egd of the year?

mon{ N.Y-

No change here. This onetime $125 000 exclusion
when 8 homeowner 55 or older sells a principal residence
will survive under the new rules,

Are points deductible on a mortpﬁi’n "&"NV

., Pougl
ts are em clmr@s that home er!

Maybe. Pola
to mortgage lenders.

ref nand:s your home, rather than
buykﬁanewbne,can deducted only in instaliments
e life of the None of that will change.

Wil Ingerest on 8 Toan to buy a time share in a va-
cation condominium be deductible as moﬂg-ge inter-
‘est expenle? .

. ‘—EC,, Nashville

bly rnot. Interest on timesharing contracts,
K whlch gve you rlght: 1o a beach condominium, say, for a
" certain number of weeks a yenr. w\ll not be dedncﬂble.

a usldenoe will not be deductible. However, this is
eﬂnnely a fuzzy area, tax experts say, and it
Intemal Revenue Service ruling or'a Tax Court
ea;e to senle ‘matter.
t al mn the current special incentive for
preservlnl historic buildings?
—F.J, Salt Lake cny

lt gets sinaller. Under current law taxpayers
ed a maximum 25% tax credit for the cost nf
historic strug cturesandupmzo% for rehabili-
Tax overhaul rules drop that credit to
hullding and 10% for buﬂdmg built

rehabuma
taﬂng old build
for hs!orlc
bg fore 1936.
Isa minister‘s ‘housing allowance still tax-free?

| — J.W,, Seguin, Texas

. Yes. Rabbis and mlnlsms are ellaweﬁptaxme
f housmg allawanoe tmm ﬂ.\e\r synasogue or church.

"“cause of that, the the IRS have squabbled for
years about the dedugiﬁmmy of hmn&m;mgage interest.

free allowance, Th
entire interest expense deduction.

BN “understand some
luwed under the new tax law. What happens to those
Josses? Are they lost entirely, or can you use them in

hmn‘e ye:n?
— B.H, Pittsburgh

josses forward to future years. For
m led

TAX

. your Jncome from si

housemlm.youmustpaymonmelemotelmﬁr .
0

loss write-offs will be disal- -
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By Neﬂ Budde‘

In the hands of marketers.
the” term “tax shelter” has

Now, after the hoopla sur-
mundmg the tax overhaul leg-
islation, some promoters sug-

est that rumors of the death of

word, tax shelters are history.
“If they're not dead, they’ e
a fracuon ol their former
selves,” said Paul Farber of the
Richard A. Elsner accounting
firm in New York City.
A tax shelter i designed to
uce large losses on paper
that an investor can deduct
from ordinary income, like sal-
. ary, ln!er& and dividends, 10 -
1ax bill — some-.
uma
Under the new law, though,
you'll be able to deduct shelter
*losses only up to the amount of
ar so-
ive investments —
those in which you take no ac-
. tive role. So if you don’t have
passive investments that make
mrmey for you you lose the
ur existing

shellexs over iour years New
shelters lose right away

Don't panic if you own a tax
shelter. The situation it not”
as bleak as it seel
You're fairly safe i your in-
vestment was made before the,

On those investments, you'll
still. be able to use 100% of
your “passive” investment
losslnlmmoﬂset ordlmry

e. The amou
65% |n 1987, to 40% in 1988.

By Neil Budde
USA TO!

'me sevule Group, which puts
together oil and gas invest-
ments, sn’t crylns over the
nzwtax
he sqy!. drillers
lnmgergeﬂ 10% in veﬁmenl
tax credit when they buy new

dﬂuing ment.
of the deducﬁon for socn.lled

|Il|.h

n: Congress left a

dmrom(mmeoﬂnndguw

. usl.ry Thenawlawn.llnwlmt
a "working int

est” 1n oil and gas pmperﬁes to
oonumle to use losses to offset

income.
A worklns interest partner-
ctured like a

+ ship can

limited p, but there

is an important diﬂerence
pariners ot liable

* for more than Lheir oﬁﬂm inal in-
vestment, but
pamem are raponslble for

\

come 1o cover a lot of territory.

ward Hirsch, chairman of *

G:

What's ummq’:‘
Wme-oﬂs from any west-
ment

ts you don’t acnvely

What means:
Deductions for shelter
losses will be limited to
the amount of income
from shalter investments

— in effect, removing the
main reason for mvesllng
ln a shel

Shelters typically are set up
as limited partnerships to in-
assets that qualify for

el

st s b dismtincne
|A-RDP89-00066R000400070052-7

LOSING WRITE- OF 4

Death knell tolls for most

$11 billon was invested in
limited-partnership tax
shelters in 1985.

say, 40 — antes up $50,( 000
apiece to form a limit ed part-

nership.
L] e i Oakesme

rapid
and tax credits, Popular shel-
ters involve real estate, equip-
- ment leasing, oil afd gas drill-
ing. came edlng and, more
movie production.

'rne b:gg& tax breaks are in
highly leveraged investments
— those that borrow much or

shelter rmgh
A group of Xnvmom -

209 in 1989 and 10% in 1990.
Aner that, passive losses can
only to offset income

- ried forward 1o offset pamve
income in future ye and
they can be applied m anygaln

wmmucm passive invest-
ments SO yuu nave income

Oil, gas investors
Tremain undaunted

'anythmg that befalls the part-

nership.

If the

ction_from

oue well to d\:él others, an ex-

blem at the

prodnclng well could leave
partners

%r‘gp;m-lg!he

seems Io bea
gas
An mvestment mh year

could be
‘most of th : breeks lrom in-
tangible drilling costs accrue in
the first year, Neftles says,
That allows you to reduce your
income this year, when fax
rates are still high, and reap
any rewards under lower tax
raies in the future.

share of its dedliﬂoma

artnerslny borrows
e produ

$2 million, borrows an addi-
tional ss mmmn and buysa $10
million computer, which it

Jost of. the lease 4pay-
mem lrom the coimpany are
e payments on Lhe

B The tax credit comes right
ff each investor's tax bill
.$25,000 apiece. Depreciation is
dediicted from income —
32,500. Result: An investor in
Jh 50% tax bracket cuts his
es $41,250 ($25,000 from the
credw. $16,250 from the depre«
clauon) the first year.
B Lease_ revenue and inter

" est and mangfement expense
roughly cel each other out.

An investor could get an

vidy
nefships arrang
lend mvestors money. You
might pay y 320 000 of your
own money first year but
still get the 350 000 tax brea!L
A partnership lypicauy lasis
five years or more. The tax
breaks get smaller in hmlre
years ‘The investment tax
_credit is used only once, intér-
est writeoffs decline and de-

shelters

nates the investment tax credit
and stretches out the deprecia-
tion period on many assets.
of a project’s
1 be smaller.
In addition, investors won’(
be able to use losses from
sive investments to offset ordi

n

Experts say tnat "despite
tightening of tax loophol
‘many . limited

vestments still have advan-

for tax reasons — either

because they produce tax-free

income or because they defer
income, and therefore taxes,

Partnerships designed sboel‘e!y

are
replaced by those that gener-
ate income as well as some tax
breaks for investors.
economic

ere are
gams to be made in real ﬁhﬂe
leasing,” said

ing the partnership.
lThe partnership gets an
restment tax credit of up to
ﬂ million (up to 10% of the
cost of the computer). Deprecl-
ation totals at least $1.3 milunn‘
(he first year.

Making the best of the tax shelter changes.

agamst ‘which to apply, loses.
arc of accountants

not all hmited partnerships
passive investments, Rental in-
come from real estate is classi-
fied in the new law as passive
(although the limit on write-
offs is modified — most inves-
tors can deduct 625 000 from
regular income). Income from

a partnership that mvasted in

financial assets such as

Source: Robert A, Stanger & Co.

By David Landis ” he say,s. “But I may Current law allows commer-
‘m re . just have to lick my woinds on ~ cial property to be depreciated
is thing and go on to some- over 19 years. In , that
en Angell's investinent else” - means the nwner cm:ld take a
lnurealm!etzxshelmtook Angell is not alone. An estl- + deduct uctiodt eqi
a dive around midnight Aug. mated $17 billion was invested teenth the buildings value
ls. when congrwonal negoﬁ- in real estate limited partner- each ey
rs agreed on ships in 1585. says Ken Rosen, Buf the also allows for
new tax law. of real estate re- "accelera!ed" deprec!aﬁon,
ear, Angell invested search' at investment bankefs eaning an owner can choose
$5,000 mmnm ‘a limited part-- Salomon Brother§ Inc. m mke ‘more of the deduction
nershlp that owns commeml)al ‘Here's how & réal estate lim- m the early ‘years of ownership
= buildings. ited partnership works: The ost twice as much. Be-
ther than yleldmg divi- ‘mpney from in- cause 'he owners may have put
dends, the investment was sup- vestors 1o Inlg' 0 es — down as little as 5% or 10% of
posed to yield deductions to re- office bul Shares  the pmchﬂse price (and bor-
duce Angell’s taxes on income 0se properti¢s are allocat- rowed the rest), an owner’s de-
from his office supplies bust- ed among the Inve preclaﬂon deduction each year
fiess in Kansas City, Mo. - ‘The sponsor; & the general ~may ex cceed his investment.
But now those deductions ~partner, manages the invest. I:imlted pannersm ips gener-
be phased out by 1991, and mentsandlspalﬂs(eebythe' ally last as long as the big de-
is left with an invest- ers  ductions hold out. Once they're
ment that yields nc ng get a proportional of the exhausted, the properties typl-
stockbroker has ﬂered - properties’ inc}me. it any cally are sold,
to buy ‘him out for $3,400. “if I More important, they ey also Two jons of the new
sell today, I've lost 30% on 1! |n tax law make depreciation less

BY Wﬂllam Cdm
SA TODAY

v/nupper of a new tax break-
income hous projects,

in low-lncame housing

every year for 10 years.

overhaul mcluds a
for people who invest in low-
7, invﬁtou

struction or rehabmmﬁon
can get up toa 9% tax credit

l.f yml Inv <fed $10,000,

d ref
btu by ssone
‘That’s §9,

ing firm Ernst & Whhmey

The reason for the break?
Low h\co hnusing pro-
{jects produce Jow Yental in-
come, and thal leaves inves-
tor Tol

ng in
taxlncenﬂv%. such as mster

depreciation. The credit re-
x,laca those by rean
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preclaﬁon

well.

Accordlng to Roben A
tanger & Co., which tracks
vestments in pannersmps,

shelter-oriented partnershi

- raised $11.5 billion in 1985.
But now .Congress has
( changed the rules in a big way.
First off, the new law elithi-

and bonds wouldn't be consid-
ve. In between, says
levy. isa gray area. -
Experts urge that you rule
out walking away from an in-
vestment on which you buu
owe money You'd for
losses used to reduce your
es in previous years —so. yo\l
oowe back taxes. Also, you re 1
gally liable to the partnership. \

— Neil Bndde

| Real estate investors lose ground-

Iucrative: It will be %retcheﬁ
out over 3114 years

commercial buildings, and ac-
celmwd depreclaﬂon for real

More important, the law

phases out the investors’ ability
1o use partnership losses to off-
set income from other sources.
‘That means the end of partner-

elters.

Many investors, deprived of

thelr writeoffs, “will have to
bite the bullet,” says Walter
Danley, former vice president
of Consolidated Capital Equi-
ties Corp. Those ‘who mva:ted

it
ctually bound to keep
nmaking payments into the syn-
dicate wmwut geiﬁng
setting

benefi
There are tecnniqua to mit-
igate your losses:
Losses from tax shelter
e:shxps still are useful if
ed against income from
invatments in partnerships.
Or, your sponsor could do
that for you. A sponsor who has
both income- and tax shelter-
erships can roll
them 30 a ‘'master limited
ip in which yvu could
invest. That way, there
be some income with whlch to
balance losses.
a rs will be

their credit ratings, or pouring
ll;\ere cash into what they know
a y

. 'axexpertMarcLevyonheac-

counting firm E:
ney. “The risk m: y be mgner
than investing in blue-chip
the potential return

hi .

Cable TV franchises are an-
other growing area of interest
g‘r income-producing partner-

Heres how limited partner-
ip sponsors can set up deals

to make them more atfractive:
Instead of borrowing much of

set, more partners are brought
in. So instead of the income
from lease payments going to
pﬂyoﬂaloan.mhxspaldout
sfo investors. Depreciation sun
*creates some paper losses.

sult: Pnrt of the cash payout 14

. not taxal

Such deals should be evalut
ated like any other invmen(

— weighing risk, security
after-tax return.

" By Dale Glasgow, USA TODAY

| New laws -
give boost
to REITs

‘Not all real estate invest-
ments were bhmd by tax
revision. Re te invest-
mentmxstswereunscaﬁhed.

REITS invest in income-
producing real estate.
Shares are traded like

ices gel ly

from $5 to $50.

There are 136 REI
the USA with $17.5 billion in

dividends than many stocks
because they dnsmbule
95% of e
‘holders, so L\zey uvokl pay
ing corporate
i Por the five yem ending
Dec. 31, 1985, the associa~
tion’s index showed a cumu-
lative return and
_appreciation) of 111.05%,
vs. 90.46% on the Dow
Jones industrial average.
! The new tax law loosens
restrictions on REITS as de-
velopers. It also gives them
a mm'e direct role in man-

property. i

"’rhe REIT has been suf-

!ermg a serious compeﬂnve
dvantage,”

Decker of the REIT asoda-
tion. “We no longer have to
fight to keep our noses
above Wi
1

- Dnvld Lnndh

ng

]



| b
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and tax deductions offsetting annuai

What's ehﬁ‘lgbelp: the Mashes would have gottén
£ Deductibili real estate a vacation home for very little a R al t (] taXln t]m h
ébonﬁ"g&‘; Siash hao%nbeen thinkirg nm:eslmen'ty : year. Bu:gfinwasbe!ore the federal e es e es a ea
3 rhaul
in the western Pennsylvania What it means: Bo 1
i 1 . The new law lengthens the depre- verhaul promises to turn  tions won't be as beneficial. Home am. will become less plentiful.
o Se"g" Springs Butlateinthe sure. | Many real estats invost ciaton Scheile 1 117 s om | (he pe estate vy oo o Lo WL slightly, and the me-  Landlords will see their costs rise
homes, will be the current 19 years and ends accel- | by limiting the tax loss deductions ~dian price will rise less than it did  and that means rent increases for
o s fitable. Rents gen- erated depreciation, which allows a | that made real estate such a lucra-  this year. the one-third of USA families that |
Ss profitable. Rents g bigger share of the deduction for de- | ~tive tax shelter. Pam-e.shlps put together to  don't own homes.

solely a§ a vacation spot, the newlaw
- would nave meant little.

& pl
_says Mash, 43, vice president for a}
‘minisfration, at George Mason Utk
ersity in Fairfax, Va.
A vacaﬁm; home is just like ynqr
h g suu woqld yield

mortgage intermt anﬂ

* property faxes.
+ The new. law would do little
curb tbe ‘basic benefits of home o
altfipugh the deducuo;,s
wollld not be worth as much, Thaf
\ use the. top. marginal tax raj
be reduced from 50% to 38.5'
n ;987 and 8% aner that, for ¢l
est-income taxpayers. ;
that dldn‘t bother hi
¢ and his wife, Julie, a
rm marketing ms ,

- Same
<dence

eraIIy will increase.

We own 4.5 million second
" homes.

The Mashes wamed a one-bed-
room condo to use a few weekends a
year and otherwxse rent out. They
figured ld get as much as
$500 to sson a week during the busy
skiing season.
dAﬂerthe Masht' es made a 20%
own payment, the mortgage pay-
its on a 352 000, 30-year fixed-
mte Mo}

preciation to be taken during
ly years of ownership.

Those changes would cut the de-

precmﬁon deduction in the first sev-

ears by more than half — from

331 802 under current law to $16,449, |,

the ear-

‘The effects, in the opinion of ex-

a interest deductions
‘remain for first and second homes,
but with tax rates lower the deduc-

a
invest in real estate, if they were
intended only as tax shelters, will
dry up because the tax write-offs
are ic ;
MRental housing, now abyn-

thing dézcxoepl single-family homes

' Construction of almost every-

~— David Landis

“There’s no question that it would

not be as good an investment now,”
Mash says. So the house in Seven
Springs is off.

Although it would not affect the
Mashes, the new tax law also will cap
the amount of rental property deduc-
tions used to offset non-rental in-
come, including wages, at $25,000 a

year — and that amount shrinks for
upper-income taxpayers. The
$25,000 deduction starts o be phased
out for taxpayers — slngla or cou—
ples — with an adjuste
‘come of $100, ooo by $1. 50 000. no de
duction is allowed. (For the purposes

of this rule, adjusted gross income ls
calculated without

TAX FREE
7.57%n 187"

anager, :
bracket “in the 40s.” | % interest would - = P
n; ai%‘o%‘ffn}“ the cost ‘g s 4708 yoar (orincipal and nr- m';np;ﬁg;“{,m‘jggm‘;?‘gx?;ﬁ Monthly | Diversified o ASsured liquidity
?o“ﬁﬁﬂ 333‘12'3?’5.{?;"“ e decisia - Under curent aw, the deprotia: SeESecuybenctls) | tax-free portfolio—100% “A” | atthe then current
e o & econd their taxable income by almost 13 CTeate a lof of different things to ||~ jycome rated or better market value .
g The’law m cul bock the deprei 85,000 inthe s yar, 6 ne depres ~{hnk about sys Msis “For thegu: || :
ns for a second horje ~ Ciation deduction would have offset ¢ ge g"y' it "’3’ a tendency to para- .
be” ol froperty. A uch of Whe mortgage pyments VLU iy some e sy e o s e e B S sen i by e sk g pre g r

xperts
home sales will cool off, even mongh el i sam 25 1ong e ot RSO 1 PUPIC ofer 2y be subject o state and ocal laxes. The Offering
the ‘house itself — not tax is made only by the Prospeclus, and only n those states where Units may be oferod egaly

is usually a home buyer’s primary > - | N

mouvaﬂon.
m

‘property if the owner uses it nom ered the annual costs of utilities, in-
an: 14, days a year or 10% of he surance, maintenance and condo
e it is rented out, whicheveris . fees.

more. j\' R i §# Botfom line: With rental income

-—‘Ex%p.

One thitig tax revision has done for
homeowners is make home equity
- the only source of tax-deductible bor-
rowing for consumer purchases.
It eliminates most interest deduc-
, tions. for pezsonal borrowing, but
home equity is a loophole.
The new law allows homeowners
to deduct interest on home-secured
loans, no matter how the money is

; TSe uri
spen!‘ up to certain limits,

St Smith Barhey. Hat
taken out before

333 West 34ih Street—
New York. NY 10001
Pty 198C — the day the House- “xaue -
Senate compromise was af roved
by a conference committee — infer-
est remains deductible on loans up to
the market value of the home. But
* there’sa strict limit for new loans: In-
terest may be deducted on loans that
total no more than the original pur-
chase price plus the cost of any
home improvements.

Call today or il the coupon for a Prospectus on
National Trust 126 containing more complete in
formaton,inclding il sales hrged s ex pencen

carefully before you invest or send money.

UsaTP-128
(212) 356-2594 .
Toll

1-800-345-8500, Ext. 45**

* -
1ties
is Upham & Co.
}thI

F
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sip

st Des Moinet, lowa, landiord Jim Theisen, in front of oneof
pvopemss. axppm 1o lose $150,000 in deductions.

years for rental housing
luctions for; rental losea (in-
cluding depreciation) wlll be limited
to the amount of fental u:
other $25,000 for Lhose m:o a
Iy their properties. That ex- e
825 000 applles on!y to taxpayers
with adjusted gross incomes of less
than. 5100000‘ 1t is phaséd out for
0se with adjusted gross

incomes
belweeﬂ $100,000 Md $150,000.
Also less favorable: taxes on I
term capital gains (profits on the

1l have to go up

make up for the loss,

wmuch eyactualglgo upde-- of property owned more than slx

pends on.depand, which-is b ‘months). , 60% of lqng-
 now, Theisen term capif

capital gains is
der 'he new law, 100% ol long-lerm
capital ordinary in-
come, up !o a top me o! za .

The National Apartment |
tion, an owners group, predlcts rent-
al proj Pel‘wvalueiwmfallls% over
the next twe

A lot of mel Is due to the effect on
real estate limitéd partnerships that

s} + finance construction of apartment
cl ,nt law, rental proper-  buildings. Partnerships become far
$'a loss on paper can pay  less atiractive to investors under the
$ for depreciation, !ax- new rules,
pterwt, maintcnanoe. But the law doesn't come down so
]suran outstrip  hard on mom and pop landlords who
e, and the !os&scan be own just a few rental units and don’t
 income from wages have large lncom to shelter.

nf s? renu wu.l
Butmg‘newlawhassome reat\lm have to make up for the loss
landloms don't like'— a less gener-  breaks, But that won't be ﬂ:e onxy

property.
tobeatolof selling
estaf d you won't see as
| many. (renhl inits) built,” he says.
“Eventually, demand is going to be
probably ;):ll; year or so. I

"} ous depfeciaﬂnn schedule, limits on  thing pressuring rents ups
the amount or ;’)jer lose; mﬁ‘ can A; lee\pue:nmeut: :ecome aless cﬂcle- i it o
restment, new construction —

4 uonugﬁas llfwy Ex?:ue cg;- m dm}),v ﬁgntenllunn:ve supply. The The art of managing money has ~ fer money among Fldelltys 50 mutual 3

i mrm; sold after more: on a3 evolvqu werﬁ ime. fundsf. Write unlimited free checks. Get | é |
iership. multifamil, ng starts wil ' From fingers and toes to abacus. °, cash from over 7000 machines nation- i e -
?a&““m“ Tor the %ﬁ“;'ﬂ ogoo"‘:’n‘;’ sls,s: oy et From mattresses to banks, And, most re- wide. Enjoy a Gold MasterCard® or a Visa® II gdftlrynlg;s::’;"(;iml]"" Servie Accut |
473,000 in 1986, cently, from arsenals of institutionsand  card, and a host of other financial ser- -

ws. rental. build- = ud
mted over 19 years..

means: the owner

: wuld take a dsducﬁon equal to one- ;
teepu; pt 1 valie’

e association sees rents rising in
some areas by 22%, by 1988. The Na-
tional Association ol Home Builders
predicts a 15% to rise, The
‘USA’s 60 million” renlers — 35% of
all households — pay 4 median'rent
of $356 a month.

- Many ly in t.he

lany. areas, partict
Sun Belt; have too many 2]
rto let renis rise* much. In those
me fear, owners will de-
fanl! and “nge their keys back to the
less lucrative by erding ac-~ bank,” Colleen Fisher, govern-
n- for residential property mental relations director of the Na-
t ching fon over ” tional

reams of paperwork to Fidelity USA—the
Ultra Service Account. A meticulously-
designed system for controlling all your
assets that lets your portfolio work to its
utmost and you to your least-most.
Init, your cash works full-time in
a money market fund earning high yields,
either taxable or tax-free.
From that account,you canplace  ing money.
stock and option trades 24 hours a day Fidelity USA won't answer your finan-
and be rewarded with commission savings cial needs forever, of course. Just till
ofupto 73%: You can invest and trans- . around 2986 A. D) orso. s
, v

S f

vices, including your entire portfolio sum- 1
marized concisely each month in the |
Ultra Statement. iy Se t
Call us at 1-800-544-6666"0r return , Fidelty Brokerage Services,Inc.
the coupon for a free brochure, which | Bomion Mg Dt St :
|
N
|

4-6666 |

InMaSsachusetts 15175231919 collect

Offices n 35 ciies nationwide.

describes all lo s,
and the low monthly acoount fee. Please | humm have a Fidelity USA speciatist call me today.
read it carefully before investing or send- | ™™
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" The maximum you can put info a 01(K) éach year is
 reduced. Under current law, the maximum from employer
and employee is $30,000 a year — split up any way you like.

+1": Under- the' new law, the' total is" still $30,00

30,000, but the | Pold

start receiving )2
annuities shouldn't have a problem with the new law.

People who have worked for a company five
years or more — will they be vested in pension plans?
: Z'RA, Batle Creek, Mich.

_ They could be, You'll have a better chance at vesting

_after five years under the new rules. Workers are vested

When they have worked for an employer long enough to be

guaranteed a’ ion.’ Currently, emgiuyers have three

. choices — vesting workers 100% for a full pension after 10

years, vesting them in increasing percentages for partial °

pensions between the fifth and 15th years, or vesting in

Ing percen based on' age and years worked,

The new tax law has new vesting rules that take effect Jan.

1, 1989, Workers must be fully vested after the fifth year, or

Vested in stages between the third and seventh years, So if

Yyou've worked for a company with a pension plan for five

years as of Jan. 1, 1989, you'll be at least partially vested,

Any change in how federal pensions are taxed?
. : D.C., Olympia, Wash.

. Yes. Under current law, retired federal workers do not
pay tax on pension benefits ‘until thiey have received in
benefits the amount they paid into the system. Under the

new law, if you retired nﬂer.lulry 1, 1986, you'll pay tax on a

+ portion ofeveterg. check under a forinula based on how much

jewdak

AT A g

you contribuf

AMILY
re

Fi
a

short time, then sells them af-
ter the longerm capital gains
ling period, currently six

PLAN: Lanny ard Linda
ng their lo‘ng-yangev investment p

‘So such

! months. Only 40% of a long-
3 | employee contribution is limited to $7,000. Because the new . 5
2" rule will affect contributions' made beginning in 1987, ‘eﬂ%gu‘:rm?é% margim ]‘ﬂlﬁ:‘:g‘omn
i llnan‘clsladvlse:ssynSa’goodideaiohmdyourdol(k) as tax rate, that means hme mpays
i2| - heavily as possible before the end of thé year. Anofher 13.29 tax on the proft, Undor
imp"ce"@r‘}gin‘:ha?ﬁcaﬁ“ wnthd;g;:ablgf(excggte ‘gg-;z ‘f:"i]"g: the new law his profit will be
y m expenses) before age’ i+ €<
gl;‘g',eﬁ t0a10% penalty in addition to the regular tax owed. ed at It (at  putting money into

: .. Five years ‘ago I purchased a tax-deferred annu- worth the risk tributions are deducted,
| ity. Will annuities be taxed immediately? 0
* PRI R — W.T., Clinton, Tenn. for ?;mll oﬁaé‘ns,'a;fherf ;m Q’?l: mgiefen'ed‘
: g . . stil a strategies - e law

7] v, No. Annuities; usually sold by i C can use,” says Lewis -
7| e Y0 tire pyments exchange for en invest. | JPLFE0 NG lanners W‘;!,ig‘r rsx;’\’s?noef:‘nm? /ees can contrib-
<2 ment now, Taxes on annuity income are deferred until you Pl . ploy

. 3 . Cogswell & Co. in Atlanta, Ga,
Y payments down the road. People who hold Eaad

;u

Specht

v;zhg leaves a job with a

Gension planning

k from a pension plan may |~ Thig anyone who receives a lump-sum Ppénsion payment can
ng some extra lumps begin- | rof tow to gtax-dshrred IRA or be taxed on the lump sum using
Xt year because of the'new [* 3 tax-reducing calculation called 10-year averaging. Starting next

e o L rear, people with lump-sum If)enslon payments who were 50 or older
USA workers cov- | before Jan. 1, 1986, can roll the money over into an IRA or choose
D at work, about 9.6 |- between five- or 10°year averaging.
already have earned the | o Sl o o
A uk?é}'h%f ?;gr;_ieghilqa l}lrglg M. This year’s options - i
i e Job right now, be- 1 For a $100,000 pension payment received in 198 ' “by-
Y - | yment received in 1986, here's a year-by
uremen&)lz 5’;:,%‘?“’0&‘“ [+ year > D of how you'd fare rolling it into an IRA earning 922
V8. paying taxes using 10-year averaging and then investing: -

a ing and funds then are invested at a 6% after-tax rate

T than salt it away, you're eligi- |- Source: Peat, Marwick, Mitchell & Co.
r_10-year forward averaging: g
that break, you figure’ what
fax would be on oneenth of

Néxt year’s options
- Fora $100,000

(ignoi our other*

- A . IRA
;. After-taxt cash from: advantage
“Year IRA 10-yr, averaging? 1 ge)
! v\cual retire” | 19g8. 73,080 - $85,961 12,881
ment account, or to take the money | 1557 79,657 - $91,119 g %311,4
Dut reduce the taxes by using 10year” | 4955 86,806 < 586 (- < . (89,760
forward ave, - 1989 94,641 * $102,381 (87,740
Dhedetails: o> )56 103,158 108,524 ($5/366)
cap roll the enfire ump | jog{ - 43> 115, ($2593)
IRA within 60 daysof re- | - 1500 fiz2se 121,937 B )
es are deferred until | 1993 1335 129,254 ,339
hdrawals' after 1994 145,616 137,009 8,608
A g'we;fgg;amlgﬁ: 1999 221,68 349 - $37,920
2% on the amount Y ;‘AssumssywwmmAWle?'Ameyandpaﬂmxesmmamuuma(ai&%rale.
you decide to take the money *

ump Sum payment n 1986 using 10,year averag-
return. K

pension payment received in '198, here's a year-by-

/

3noring y he: éar. comparison of how you'd fare roling the money into an IRA
b e)J?'Nﬁ (mt:;. multiply by 101- o gafning 9% vs. using 10-ygg:'J or ﬁve-year?varaging.* 4 '
In iber Incom: you sy iy by || . Ater-tax cash from DN
' tax bracket; aridei)‘y using a tax rate 'Ygar : 4 : IRA?- 10-yr. avsragmgﬂ: i} S-yr. averaging?
. that applies to the smaller amount, | 1987 77,940 §39,791 i 87,86(
 you are taxed at Iower rates. - “ 1988 - ,955 395,179 ./ 3,132
. Undér current law, those tax 1989 92,601 100,889 ,7:
breaks are available on Tumpsum 1990 00,935 106,943 .- i 104,643
o B gte o e
you ar ) 20; 17,
fritt R 15013 gl%é‘??
v . 0 . 3
,ame‘comse Ir ¢ 1995 %155,300 143,11, 140,03
59% and once after 5915 ., 1999 217,766 180,677 $176,792
chpting next year, ihe rules wil- |« { —Assunssiouui Hane 10000 s e ot 2
oS, 2 Ot el v | 1 Sy P AR S U
savings, Also, you'll bé alloy ot Poat, Marwick, i N N
em;ﬁncq and only affer age 5014 v 7 USA TODAY
But there is an exception: Taxpay- - . : ; ‘ o
ers who are 50 or older before Jan: I, ' IRA rollover. . better off you are.”
1986, can those,either fiveyearav- - - Elinsky says you will almost al- cites as an example a 60--
based on tax rates in the  ways be befter off taking 10-year av- year-old worker who changes jobs
vear they take ttie lump sum or 10- - ‘eraging under ‘current rates than

anytime, but at 1986 -

fiveyear averaging at the new tax
rates, (An exception is very large
lump sums — say, around $1 million
— says Peat Marwick fax expert
Deborah Walker. Because such large
payments are taxed at this year's top
50% rate even with 10-year averag:
ing, you'd )fql"e better with five-year
ave

When debating an IRA rollover vs.
10-year averaging, it's a question of
when you'll need the money, says.
E A € easy answer is, the
longer you can keep it in an IRA, the

vear averaging
tax rates. ;
If you're in that group and: take
your payment before 5914, you'still
would be subject to the 109 penalty;
Peter Elinsky, reﬁrelqent'and
ist with accounting firm *
at, Marwick, Mitchell & Co.
1fyou are under 5914 and have the’
on of taking your lump sum this
y orm;;ex'. mnslderhtg&ng' the
0ney this year, says .
Your basic investment decision is
tween 10-year averaging and an

$100,000.
Ass|
money out for at

ing 10-year ave

an IRA rollover is

N /

this year and receives a lump sum of
un;lng he wouldn't take the

IRA s better. The worker will end up
with more after-tax i
the IRA build up untaxed than by us-

However, if he expects to need the
cash withjn sixy(aam, the worker is
ing 10-year averaging in
1986 and investing the after-tax cash.

So, if the worker can keep. it
socked away for six years or more,

is better. )

least six years, an
cash by letting

tax-deferred compounding will
be just as valid,”. Walker says.
things as IRAs and
401(k) retirement plans will be

or eliminate deductions for
IRA contributions for many

vers, it doesn’t prohibit
regardless of whether the con-

earn-
ings in an IRA will continue to

ute each year to a company-

of Savage,

expected to grow

vored under the
t as ever.”

the law will reduce ful

IRAs. And  more tax on a los

ments, such as

also reduces to
$30,000 the maxi-
e after

as stocks in young companies
in value with-
out producinig dividend

come, will not be as highly fa-

Reasons: Long-term
be fully taxed. Grant
new law's lower tax rates will
lessen the blow, but the bottom
line in most cases is you'll pay
ng-term

8 Income-oriented inves

cates of deposit or high divi-
dend-paying Stocks, will ,be-
come iore attractive. Reason:
You'll get to keep more of the
taxes th
the new law’s lower tax rates,

Mark Angeles, USA TODAY
ua, 2, and Keisha, 11,

funds,” which inve
stocks or bonds as the
manager sees fit.

“The key is to use an iny
ment that will give you a ohe-
way ratchet effect,” says
tel. “When the stock marke] is
rising, the investment will re,
and when the stock markef i
falling, the income will k?p
the investment from falli "

an

~Es

new rules,
gains will
led, the

st~ Another area of growth
kK certifi-

. Under the law, if your -
justed gross income is less
$100,000, wed
use up to $25,000 in losses fron
rental real estate that you oy
and manage to offset your
ular income. If your adj
gross income is above $100,

come is above $150,000.
“That $25,000 limit provid
an awful ot of shelfer, b
Yyou'd also want the property
have some near-term potenti
for a positive cash flow so

property,” Walker says,
For those who don’t want

be landlords, income-oriente
real estate limited partner-
ships are the best real estate in-{
vestment, slgys ﬁm?lncn?] }}ﬂan-;
ner. Lynn Hopewell of Hope-
well Rembert Advisors Inc. in |
Falls Church, Va,

and lost flexibility.”:

cause yields to fall,
Yields available today look
even more attractive, That
will push up bond prices.

Resi

es. -

OKING DOWN THE ROAD e
. ) _ . 9 Y9 % ; 9 : . .
AXLINE | Long-term investing regains balan
’ i s z . - o . § 1
A : 4 By Jim Henderson B ‘ The r;ogn atéractive lo&
' s g 3 i USA TODAY . lerm inve ents now may
& ON PLANNING : T What's cha ) hybrids that provide bots | A ltel'] 1ate.
al - W The new tax law promises to Pension vesting rules; for- growth and income, says Ry Oy
£ s change for the better the way | Mula for taxing lump-sum ert Martel, president of Finan- routes for
4 | ANSWERS TO YOUR QUESTIONS ABOUT THE NEW TAX LAW we make our long-term invest- payments. cial Planning & Managemgnt
i Will municipal bonds still be tax-free? . ment decisions, We’ll be worry- What it . in Lexington, Mass. Examp}
i A Ncach ’ ', =—D.L., Marion, Ohio lntga Iot les;oat;ou'ﬁ taxes and a Employees will ba geua,an. | . . a tCorl;zeldi;btlﬁ l)onds!—“e mlk
i " Yes. Minicioal i lot more about the economic to ions fasfer;"tax  + An estimated 15 milli porate bonds that pay inf i :
. 1: Yes. Municipal bond income will be 9"9'“1}‘ from of our i onegm?;r;sl;mss may be ;b'peaeeege ;T.'s:gf',' and can be converted to shates Now that the plug has’
i | resular federal income tax, with an ¢ mx""”‘f “It looks like I'll have to stop higher. - Bgﬁems, of common stock, so their val- | been pulled on most tax
i | from private-purpose municipal bonds issued after / e doing what I've been doing and | e rises with the’ company's | shelters, existing tax.free.
i |1 1986, such as those used by states o' fund student 1020 | iart fearning about tradifonal - stock price. and tax-deferred invest.
3 | " programs; will be tax-free unless you are required to ”ﬂ investments,” says Lanny ~ The law will drop the top in- sponsored 401(k) retirement @ High dividend-paying | ments bear a closer look.
| . the alternative minimum tax. In that case, the income b Specht, 38, of Savage, Md. dividual tax rate to 28% from  savings plan. The contributions . stocks, Favorite industries: ytil- Some to consider: s
o be%gnred n with your other income when calculating the For years Specht’s invest- 50% by 1988, but most - still are tax-deductible, and the ities, telephone and oil, & Tax-free municipal
;|- 2L% AMT, which is there to keep people fromwrg?uci&; ment sirategy has dependedon  érs will see’ little change money still grows tax-deferred. W Balanced mutual funds, | bonds — the last vestige of
i | their taxesto lttle or nothing using legitimate tax el the favorable tax treatment of ~their tax bills. So investing with ~ There Will, however, be * which always keep portiondof | tax-free income, Experts
il How will employer-sponsored 401(k) retirement long-term capital gains. He an eye toward maximizing  changes in the atiractiveness of their portfolios in stocks and say there are opportunities
i»|  savings plans be affected? o . Zoo .| buyssmall pieces of real estate your afterdax returns will be c¢ types of investments:  bonds, . for shortterm profits’ be-
Y ~— D.P.; Newark, Calif. - in areas where they’re likelyto  no less crucial, rowth investments, such @ Equity incomeé mutyal cause the demand will
LY Sy appreciate in value over a “For example, the magic of can i

idents of states with
state income tax should look
at muni bonds issued in
their state. For residents,
the interest on instate bonds
isfree of state as well as fed-
eral income tax

@ Tax-deferred annuities

income for long-term investors .1 that are offered through in-
real estate. True, the tax ljw | surance companies, -
will wipe out tax shelter po- ‘Annuities generally come
grams, “But owning a pieceof | in two forms: guaranteed
rental property will becotie | and variable, -, H
anks fo  the average guy’s tax shelt A A guaranteed hnnuity‘
Walker says. '~ - means the insurarice. com-

pany guarantees to pay you,
a set interest rate. The rate
usually is adjusted every
one or three yearsi A vari-
able annuity lets yout choose
Where the money is invest-
ed, usually from a menu of
mutual funds. Because the

that $25,000 will be phased ou; | investment is in an annuity,
you will not be able to take a; the earnings are tax-de-
losses if your adjusted gross if- | ferred until withdrawn.

But there ‘are early-with-,
drawal penalties on annu-
ities, Al‘ll)c!% the IRS will im-
posea 10% penalty on earn-
inﬁ taken out before age
5915, it

you'll be able to get incom “So before you jump intn
from rents and growth pote an investment just because
tial on the appreciation of the the tax laws have changed,”

says financial planner Rob-
ert Martel of Financial
Planning & Management
Inc, “find out how much it

cost you im both

i

fees

X

Chances are, you'rs aiready

 enjoying the benefits of making

money.on your money without
cutrent taxes — in an IRA,

But you know what's about to
happen to IRAs. That's why now
s the time to learn about a
variable annuity called ICAP . . ,
Integrated’s Capital Accumilation
Program, »

ICAP’s
Five Flexible .
Portfolio Options*

L Us Government Securi-
.- ties — high current income
with minimal credit risk,

‘Money Market Portfolio —
. high current income and stabil-
ity of principal. .

. Fixed-Income Portfolio —
fixed-income securities for
high current income and
preservation of capital,
Growth Portfolio — long-
term capital appreciation.
High-Yield Portfolio — higli
current income and capital ap-
preciation.

N

w

o

@

You can switch among these
portfolios every 30 days during
your accumulation period without
Daying any brokerage commissions
or current taes on the transfers.
The contract value of ICAP will
vary, depending on the investment
performance of the portfolio to
which payments are directed.

Because ICAP is a variable an-
nuity, you benefit from com-
pounded earnings on your
investment. You do not pay ary
tax until you make a withdrawal
. or receiye a distribution. It’s a
long-term financial tool that allows
you to accumulate income free of
all current taxes. .

Income
Guaranteed For Life

Learn how ICAP gives you an
income for life by calling now. All
it takes to get started is an initial
investment of $5,000, or just $100
for qualified plans.

[

Learn how
you can
move in

~and out of

portfolios

how mijch y

withdrayals

stocks,
bonds,
money
market or
- U.S.
Government
securities
‘without
any
charges or
current
~ laxes

Call us Mon - Fri, 9AM to
ES

Find out how

Resources ca
work as hard

Call
800 /

Not available in

R
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surrendér charge.

9PM; Sat, 10AM to 6pn

wever, there is o' limit on |

unlike

an IRA{ And you pay no fronl—enyd H
sales clarge. Of caurs)e,‘éar]ﬁ

0u can invest,

may be subject to'
Yok
¥t

. Helping you do
your f:ina?ncial' b‘gst
The Integrated Resources com-
panles offer a full line of diver-
sified financial programs in' addi-
tion to variable arl':milies: stock,
bond and money- narket funds;

sured tax-free trugs; interest-
. F o | sensitive life Znsu;jxﬁ; limi(enj
Investl n g In partnerships; persl asset mia
agement and financr planning;
R Whatever your finardial goals,”
Integrated has the prpducts and

services to help you feach them.

Call For.
Free Information
For more complete hformation
about ICAP, including chatges and
expenses, call for a prospectus
from Resources Dis;;b
666 Third Avenue,
10017. Read it carefully before you
invest or send money ¢

s, Inc.,

Integraleg -

n help y?zwr money
as you fo.,
Tol!@‘i’;ee
833-3369

eg(tensioxé 950 -
- . 1

Flexible premiwm variable annuily.

| Distributed by: Integrated Capital ., .
Servicesy Inc. Issued by: Resources Life

| lnxumn;e Company, Providence Life
Insurange Company ayd Integrated

Resumgs Life Insuraiice, Company

(Policy Form Series FRVA, FPVA,

SL-150), Fort Lee, NJ b7024.

all states.’

Bl

s TR
Becaus¢ your money should
work ag hard as you do. . ;.

Y
,
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o
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Gains tax tlps scale

By Anne Kat 40% ol Jong-term capital gains 33% in 1988.
'USA TODAY —"gains on investments beld of cmu-se, only the weamn& What's
more than six months. Sosome-  people pay a 20% galil Favorable treatm
0“ cAPITAL GAINS Sheldon Berger and his wife, one in the top 50% marginal tax  now. ‘The jump to 28% lseven . ba ~term capital ams—
iyt sodalrtockn dCSPLE | 4o Borer oo i It 03 oy 4% e wed.
mber and put the pro- e new law erases the Berger X
ANSWERS TO YOUR QUESTIONS ABOUT THE NEW TAX LAW ceeds in a money market ac-  tinction between short- and . {ax bracket, they pay 168% ?ﬁ - g,/':’p rate o ‘w&”;a{
Hat are the individual ;:lpml gllns tax rates count. The reason: Taxes. longterm capital gains. capital gains (4z% of 10%) margln lax bra
tnn 87 and 1988 . ol market nos. been Dec. 31, all capial gains will be _The case for selling: If "
.—DC, Connu, Calif. good to psychologst Berser, 37, taxed at the samé rates as ordi-  don’t think your stock is galng
ms when the new 15% and 28% and lawyer Poltz, 38, of Peoria, nary income, such aswagesand  gomuch hﬂgher,seu now to lock capltal galns
i longterm capital gains TiL. But they bowed out now be- ~ dividends. The top rate will be ln'axsavmp, some ad- will Iaxed as ordmag
‘profits on invesiments held ‘more than SiX mol — cause the new tax law levy 18% in the 1987 transition year rger and mogame Rates: 15%, 28%
ordinary income. In the 1987 transition higher capital gains taxes. (an exception to the top individ- Poliz did. A combined income or 33%.
Year, the top longderm capital gains rate will be 28%, Now, you pay taxes on only unl rate of 38.5%) and 28% or  of about $50,000, plus $47, 791 m
‘eveit though the fop 1987 b dividual rte will be 38.5 e Pt s ther 0 e =L ;
11 I sell a stock this yen' to take advantage ot joint filers. So m wm pay em rather than selling them  still are good longterm invest-
gnt capital gains tax rafes, and buy the stock S8029 in faxa on capnxl gains to take ‘advantage of lower tax- ments. Even if he sold the ones
ck agais dn 1need to wnn 30 dlys after the sale? A 289, rate next ear es and then buying them back. _he likes and bought them right
Memphis, Tenn. would raise 'i‘: gtx to S}rh 2 Reason: If yo‘u pay plms ﬂmir backi“‘n fwﬂnxd be In?t washN b ] d
For many investors, “The dif-* commissions of ' pay lower el, ve
No. e shovsvhaarp;pm Jiate %ﬁg""} ;‘;:“n ference in tax is so significant it the stock sale, you have that less income because I'd have
‘buying makes eoonomlc sem fosell, much less to reinvest, so you less invested after the sale.”
says’ rand ac- lnse some wer. Some rules of thumb:
coun!ant Pamelﬁ Pecarich. ost experts advise the ap- @ James Conley, 2 pan.nex at
erger and Poltz had to proach taken hy Wakeneld, accounting firm Arthur Young
the tax advantage of sell- Mass, retiree Wi & Co,, says if you sell your stock
8, lns aggms! the chance Because Clark is ln ‘the 30% and then buy it back this year,
e wmm“ s i alniniyof e ol il e i 1e 0% Seore youd make up
tax rat more than s fore you'd make up
el s‘ff,',‘;“o':‘{‘,‘,;:e“m during the next foeyear Hore S DR YT,k doubled. doghie 285 fom 125, oraxespela an s o
"The top corporate tax rate will drop from 46% to (our profits), we'd come ewing his portfolio, M But don't forget commis-
34 (.by 1988. Depmcmdon write-offs for many types of about even if we held onto the Clnrk sold shares in only one sions, says Pecarich. 1f commis-
Apment will take longer + five years instead 0{ stocks,” tual fund, an international ~sions equal less than 15% of the
three, for example, for company cars, But there, use Be sold all his. (md that invests in foreign that type of strategy may
bi depreciation write-offs in the Th stocks at onoe, he was able la ‘ks. The fund has prospered be worthwhile. .
n‘gw u;*’ O i csoa Tor pusiness negotiate a 20% discoun % dollar has fallen, but W Shortterm gains should be
. t purchases is no longer available after Dec, ,eommxsmna He paid $3, uoo on Clark thnnks the dollar is near left alone. Because shortterm
31, lssﬁ,unlasynunaveaslgnedmmrm by that date, 2 $209,000 sale, a L. &m& low—enoushtoprompthlm are taxed at the samie rate
/.. Capital gains will be taxed like * " The case for holding: If you to sell. Tax changes make as ordinary income. wait for
Tate income with a maximum 3,% m,,, currently, lor HOLDING FAST: Wakefield, Mass., retirea Wiliam cl,ark wm hang ‘want your stocks for the long: “timely to sell this year ” lower tax rates — 38.5%
. term capital gains are taxed at ’zs‘%' onto his lnvssimem pomolio despne capital gains lncreasa term, it makes sense to hold Clark thinks his other funds year and 28% or 33% in 1988,
Dlvldends received by corporaﬁons trom mek invest- —
ments will be 80& excluded from taxation, compared
with the current 25% research anﬂ develop- A LR -
memcreduwmbecutmzo% wu ;
g e three-martini business lunch will be cut back
nmn&BuslnesmeuBandenerhlnmenLnow eI
A !ully deductible; would be only 80%

u{ the bill -ﬂect Suhehlpter s co?nrntlons?

f mp
‘hlgher than thg. fop 28% ‘individual rates ‘after 1087, )

- |- new tax Jaw will have on long-term

How the new law
_cuts-into your gains

Here's one example of how to evaluats the effect the
u

100 shares of Owens Commg Flge;%assgny
at $37v2. traded at Bro-"
keragei s: 1.5%. Hers are the after-tax gam’s this
payer at the 38% mafr)gznsl tax bracket
m;ddle—mcoma taxpayer) and mar%m;al tax
et (the highest rate), and next year at the 28%

mal tax bracket (a new top rate likely to cnduda

mld e—mcome up)
ginal . 1988 1986
acket 38% 50%
$7,750
Bmkerage foes $173

50

73
ot S8 7577 $7517
Pl s 133760 83750

hx

M‘E' ital gain 827 ,927
Taxa Ieﬂ\our?t ! 16301 . $1,530'
$81 _$765

. Anemxgum N $3,
2 weuemymmumumwmsmmmwngdmm

taxabe.
Samoowsrl&Lybum

1" as wages, by as much as $3,000
{ ' year. If you have more than

i* term losses: Shortterm losses

.~ could reduce the income dollar

| for dollar.

! distinction between short-term
can

| ol oy

tar for dollar. The

¢ lywpsnﬂhokb.andyousﬁn
OVer unl

i-'year: to
i come. Each $1 of shortterm

nghummﬂM$

to your advantage

ByAnne Kates fosses erases $1.in in

¢ USA TODAY remember, and that sl de-

b duction is worth more this
- Thé new uires some ~ year when income is taxed

|- pencil work to ﬂgure out at higher rates. Next year‘s
whether, it's best to take your lower tax rates will make
capilf losa — or wait " your Josses less valuablé,
until next year... When !o use Josses to re-

' mxpaye{s ‘still can reduce duce capital gains:

¢ theinapbn e bywrlﬂngoﬂcnp- a Take capital losses this

t ifal gains.  year if you have short-term

[f your: losses l exceed your

capltal gams Short-term
gah\s.youcan\lsethelossabo gains, taxe th same
reduce ordinary income, such
a Wp 50% rate this

% or 33& in 1938 and

each dollar
y|7|l shave oft your short-
term gain saves you up to 50
cents in taxes this year, 38.5
‘cents next year and only 33

$3,000 m Tosses, you' can carry
extra amount to re-
duce i lncome me next year, un-

tilyou up. .

wr!ignde& tsn'f old law, y‘;v:do‘x%ﬂrg
6, off 50 cents of

incomet for €ach §1 in long-

tal
o offset shortterm gains
this year. Only 40% of long-
term capital gains are taxed
now, so if you're in the 50%
tax bracket, the most tax
yml 'd pay on longterm capl-
tal ould be
20%. ‘l'ha! means yw shave
a maximum of 20 cents per
sl from your capital gains
tax bill by deducting lomm’

The new law removes the

md lonyerml losses. Each
income dol-
$3,000 year-

Whenmuselnsestohelpre-

you

cents on the dollar off your
‘gains tax bill; in 1988

and theream:r. you'd save

up to 33 cents.

same thing next
a2 Use short—(erm Tosses mu
reduce ordinary in-

%

carry
year, 38.5% next year and""
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What ll mams.
rkers’ IRA deductions
be limited if they are

covered by retirement

plans at work and have , - claimed IRA déduc-
mord than a certain tions on 15.2
income.  * +. million returns, -

In 1984, taxpayers

p es with incomes be-

)0, the deduction Is
d out. Couples wi
omes above 550 000
he deduction.

ouple can't beat the

: ¥
n  $40,000: and

tnbuuons that wéren’(
tax -deductible, When

making a withdrawal,
“yow'll have to, determine.
&h:t percentage of your

balance was funded
with deductible contribu-

below

hased out between

25,000 and $35,000.

i you make non-de The new. code limits

under.. ductible IRA contnbu- only deductibility of IRA
withdrawals will contriby earnings

- B G-Y
come
540 W still eould deduct ~ tions, wif

utions —
the $2,000 for each wage' . tricky. Deductible contrl- remain untaxed until you
#, earnerand $250 foranon-  butions must be start making withdrawals

kept in
;- But for.. separate accounts lrom

tions as well as with non-
deductible contributions,
of all your IRA
money was non-deduct-
ible. The rest col of
and deductible
contributions. You’ll be
faxed on 90% of the
amount wlthdrawn —
even if it is from an
funded with ncmdednd—
ibIE. afterax dollars.

an easy way to budget for
their reﬂrwgfnent dget

15, 1987, tax deadline,
says Albert Ellen na-
tional tax partner at ac-

Asso- « countants Laventhol &
B gtwcl"wath in lngum.

Where people invest
their IRA money probably
won’t change. “Invest-

strategy will still -

ment
‘come. down to- the risk
to take
with their retirement
money,"” says George Bar-
bee, executive director of
er Financial Insti-

divlsion of a!gc;untlng
High -income investors
their IRA

might_adjust

portfolios because of the
less’ favorable tax treat-

ment for capital gains,”
“People who will be af-
feded by the higher capl-
galns tax for nonshel-
tered investments might
want to use IRAs to trade
tual funds,”

. suggests Karen Imbhoff,

editor of The IRA Report-

Consum
qne in Newton, Mass, a

: én Congrm made individual re-

ent dccounts an option for all USA -

Workers in' 1982, it bumped collectibles
- from the list of ‘assets in which you could
5 A money.

most collectibles — art, stamps
example; But as of Jan. 1, you
posit new U.S,-minted gold and sil-
ing in your IRA.. - -
of people believe in gold,” says
- Underwood, vice praldent and
anager ‘of reﬂrerg;nt—plan markeung

estments, b\\_ it if that's what (peaple)
ant, we'll gﬁ
*There are hitcl

e O TUI St VP VERe )

* avoid taxes on the proﬁt as lons as you

er, an industry newsletter
in Cleveland. "

coins. The govemmenl began issuing
American Eagle coins today. The series;
gold  coins in denominations of $50 (I
ounce), $25 (half ounce), $10 (quarter

ounce) and $5 (one-tenth ounce), and a
$1, T-ounce silver coin. Denominations
are just descriptive; they'll be priced ata
premium over’ the spot market price.
Gold was $419.30 an ounce Friday.

B If you invest in coins for your IRA,
you can’t keep them You'll have to name
a bank or other institution as custodian

d pay a storage fee. “They're difficult
tostore, and if they get nicked or chipped
they losé value,” says Dodge Dutcher, se-
nior vice president and director of Lnst
* services at Shearson Bros. Inc

& Unlike mutual funds, stocks and oﬂl—
er IRA assets, coins don't pay interest or
dividends. So coins add nothing to your
IRA unless you sell them at a profit.

+ You can sell your IRA gold coins and

reinvest the proceeds in other IRA
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The Sears Fmanual Network Cor jes know:

The more your life
changes, the more
you need someone
you can trust.

“You have a child.... .get promoted meve

into a home. . .retire.

Each time your life changes, your financial
needs change. That's why Sears has gathered
the financial help you need under one roof in
the Sears Financial Network Centers

Dean Witter is one of the nation’s leading
investment firms. Coldwell Banker Real Estate
is the largest full service real estate company in
the country. And Allstate Insurance has been
partners with Sears for over 50 years.

And now you can get the help you need at
your convenience. Sears Financial Network
Centers are located in' most larger Sears stores
and are open every hour
Sears is open, including

. evenings and weekends.
Member company services
are also available at individual company
locations right in your nelghborhood“ Why
not stop in and get acquainted?

The Sears Financial Network.
Trust us to make it work for you.

J||l” <

© Sears, Rochuck and Ca., 1986 . )
Allstate Insurance Company, Home Office: Nunhbrmk Minois.

FNotall member company services available in every city.

Whencomparedtotm(ableylelds todzystzx ﬁ'eeyieldsam atanall- umehigh So whynot

besieft from orie of these Fidelity tax-free opportunities?
' Mr delity Hngh Yield Mlmiupals Atax-free fund for investors seeking the higher y}elds

available from long-term, investment grade municipal bonds.
lzrl*‘ldehty Insured Tax-Free Portfolio. For safety-minded investors searching for high

* payment of interest and pnncxpal

M Fidehg"l'ax Exempt Money Market Trust. For invesiors looking for all the conven-

exibility of a money market investment - tax-free!

* »No sales charge. » Free checkwntmg. . Exchange pereges ‘with a variety of other Fidelity
funds. » 24 hour toll-free service. * Share prices (exoept for the Tax- Exempt Money Market

ience and

Trust) and yields will fluctuate.

© "To hear the latest in tax-free mvesnng, ask about our ff

ﬁeetaxﬁ'eecasseﬂetape

" yields from a fund consisting of municipal bonds that are insured to guarantee the timely

Fidelity’s Tax-Free Opportumties o
foes, expenses, and a froe cassette Lape, please calor write for  ree prospectus. Read i caefully before you invest or send money.
Hﬂe].l Dnslnbulurs Corporation (General Distribution  Agent), P.0.Box 660603, Dallas, TX 75266.

-ClFidelity Insured

OFidel lyl‘ax-i‘xemln a l’-delny'sS'zleTux -Free

. Tax-Free Money Market Trust
- (ITPTAP) Minimum $ZSOO (TEMTAP) Minimum $5000 ~ (SFR) Mlmmum $2500
. Address. '
City 3 *_ State
" Call toll-free 24 hours

-1-800-544-6666

In New York call free 1-212-425-4660

NVESTRIENTS

USAX/FIC/102088 -

. | ASKALSO ABOUT THE FIDELITY IRA!

"
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